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A Hooper - Holmes 
inspection is the 
Ounce of Prevention 
for your business. 


A SILHOUETTE 


is not enough 


The purpose of an Inspection Re- 
port for insurance, credit or com- 
mercial purposes is to supply a clear- 
ly defined “word picture” of the 
subject. 

To do this The Hooper-Holmes 
Bureau maintains a staff of trained 
inspectors covering the entire coun- 
try who are able, through an inter- 
weaving system of operation, to pro- 
duce speedy, reliable and up-to-the- 
minute reports. 

They obtain information from reli- 
able informants; business and _pro- 
fessional people etc., who have a 
definite knowledge of the person in 
question. By these methods the fin- 


ished report offers an individualized 
picture of the person's character- 
istics and activities supplying the 
necessary information on which ac- 
tion may be taken. 

There is no silhouette about a 
Hooper-Holmes Report. It gives you 
the complete picture. 

The nationwide facilities of The 
Hooper-Holmes Bureau are devoted 
to the compiling of Moral Hazard 
Inspection Reports for insurance 
underwriting, credit, commercial 
and employment purposes and 
Claim Reports. Address 
inquiries to 102 Maiden 

Lane, New York. 


THE. HOOPER-HOLMES BUREAU, Inc. 





ge a see ee we a ee 


| 


—— ~~ 
——— 
— 


CONTENTS FOR JULY, 1932 


Paint with your thumb......... CHESTER H. MC CALL 
An editorial 


The business thermometer 


Working credit means working men 


HENRY H. HEIMANN 


OS a J. HARRY TREGOE 


ee ee: GILBERT PARKER HAYES 


I Ns seo kk chine 0h Fee oes es E. D. ROSS 


N. A. C. M. Convention 


Financial mis-statements.......... CHARLES J. SCULLY 


ee WELLINGTON POTTER 


Latin-American quarterly survey........ W. S. SWINGLE 


Nationwide sales and collection survey 


This month’s collection letter 


Paging the new books 


Our readers think 


Insurance digest 


In the modern office 


eee Meta CHR ECHO Oe HERE Oe 4 SO HS 


Credit questions and answers 


Accounting forum 


Court decisions and Washington notes 


@ Looking ahead 


The interest stirred up by the 
debate on war debts, in our June 
issue, between Dr. Max Winkler 
and Rep. Samuel B. Pettengill of 
Indiana has caused us to ask the 
two men to answer each others 
arguments. They will do so in our 
August number. 

Also appearing next month is an 
explanation of the economic posi- 
tion of stock exchanges by Presi- 
dent Howard C. Sykes of the New 
York Curb Exchange. Its title 
“Loaded for bear” indicates its 
scope and timeliness. 


@ Our cover 


Familiar to the delegates at the 
37th annual convention in Detroit, 
was this night view of. the Detroit 
skyline with the Union Guardian 
Building’s searchlights piercing the 
darkness. Photo from Detroit Con- 
vention Bureau, by Service Art 
Studios. 
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our thumb 


blings and stumblings, it is well to pause for a 
moment and meditatively consider the inspiring 
story of an old man who painted with his thumb. 
In his younger days, old Huffington was recognized 
as one of the most promising painters of his genera- 
tion. Great artistic achievements were predicted. for 
him. In his early 30’s he was stricken by a malady 
which made it impossible for him to use a paint 
brush. As a result of his physical infirmity, the 
muscles of his neck shortened and tightened, drawing 
his chin down close to his left shoulder. His brilliant 
future faded into oblivion. As the years advanced, 
the violent trembling of his hands made it impos- 
sible for him to hold a paint brush, let alone paint a 
picture. With a brush he could only make a splotch 
on the canvas. 
In his early fifties he looked twenty years older 
than he really was. He existed by living in a house 


a these days of mumblings, rumblings, grum- 
wu 


boat on the Hudson River. One silver and crystal 


night he saw a sailboat on the Hudson River sil- 
houetted against the most beautiful setting of moon- 
light-silvered clouds his hungry, appreciative eyes 
had ever seen. He could not restrain the demanding, 
upswelling artistic urge within him to recreate this 
scene On canvas. 

He set up his canvas, but was unable to use the 
brush. Undaunted, he strapped his upper arm to 
his body to control the palsied twitching, then— 
with his forearm free, he dipped his thumb into the 
pigments and with it painted a night sailboat scene 
of striking beauty. This picture painted with his 
stubby thumb is the finest work Huffington ever 
did. 

For every business executive, there is a fountain 
of inspiration in this story of old Huffington. In 
every business office of the country there should hang 
a reproduction of this thumb-painted picture as a 
constant reminder that the severest handicaps, hard- 
ships and difficulties may bring a man to the fullest 
realization and utilization of his powers and abilities. 

The World War forced us into a dominant inter- 
national position as the world’s creditor nation. This 
economic leadership was thrust upon us suddenly as 
an inheritance of astounding proportions. Our busi- 
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ness executives rode to the crest of unprecedented 
power and opportunity on thé tidal waves of eco- 
nomic phenomena. No greater opportunities were 
ever accorded the commercial and business execu- 
tives of any nation. Unhappily and unfortunately 
these opportunities developed into flopportunities. 
When the going really became tough in the latter 
part of 1929 and the early months of 1930, our 
prosperity executives could not make the grade. They 
flopped. It isn’t unusual today to find former 
$25,000-a-year men drawing a salary of less than 
$5,000. Today men have come down from their 
high horses and women have come down from their 
high heels. High horses, high heels and high hats 
have had their day. We are back to fundamentals 
—back to an easy and comprehensible appreciation 
of the real lessons we can learn from the revealing 
stories of the world’s Huffingtons. 

You can lead a horse to water but you can’t make 
him drink. Economic circumstances can lead busi- 
ness executives into high positions, but this doesn’t 
make them think. 

Many of our leaders of yesterday are now painting 
with their thumbs. Our two years of depression 
have forced them to call upon every resource of 
their ingenuity and ability. Psychologists claim that 
normally man uses only 10% of his mental powers. 
There isn’t a single doubt that the trying, heart- 
breaking days of the past thirty months have in- 
creased the functioning percentage of the American 
brain. During the past two years it has been very 
evident to the mass of American people that the 
great American desert is not in Arizona, Nevada or 
New Mexico, but under the hats of our so-called 
business and financial leaders. Our people have lost 
faith in our leaders, but the very fact that these 
leaders, submerged into inferior positions, have been 
forced into the labor of real thinking is one of the 
most encouraging outlooks we have for a return to 
normal and prosperous times. A greater use of 
American gray matter means greater freedom from 
gray, economic days. Whenever we feel discouraged 
and disgruntled, we can take no better antidote than 
the inspiring story of old Huffington, physically 
infirm, painting his masterpiece with his thumb. 


7 








c 


business 


a compilation of business and 


Straws in the wind 


Blow hot, blow cold—the following straws indicate the strength 
and direction of the trade winds in recent weeks: 


BUILDING CONSTRUCTION: The value of permits officially issued for 
new construction in May showed more than the usual seasonal decline, 
according to Bradstreet's. Normally the May figure shows a drop of about 
6.5 per cent from April. This year, however, the May figure is down 24 
per cent from April and nearly 73 per cent from a year ago. The May 
total for 215 cities in the United States was $34,894,714, which compares 
with $47,741,687 in April and $123,632,095 in May of last year. While 
permits filed in New York City, amounting to $5,317,581, were down 85.4 
per cent from last year, the rest of the country fared better, showing a 
decline of only 66.1 per cent. 


COMMODITY PRICES: The showing of Bradstreet's Monthly Commodity 
Index, as of June Ist, indicates no slackening in the decline of wholesale 
prices. The index now stands at $6.6824, a drop of 3.4 per cent from 
May Ist. The latest figure, while still above the all-time low reached in 
1896, is approaching that point and is at a level not touched since July, 
1898, 34 year ago. This picture, while depressing enough, is lightened 
somewhat after adjustments are made for seasonal variation. After allow- 
ance for the usual decrease this month, the adjusted figure of the index 
stands at 52.6, as against 53.7 in May (1926—100). This decline, Bradstreet's 
finds, is only slightly greater than that from April to May, and a three- 
month's average of the rate of change index is definitely upward. 

Professor Irving Fisher's index number of commodity prices, based on 
100 as the average of 1926, is 59.6. Crump's index number of British 
commodity prices, as cabled from London and also based on 100 as the 
average of 1926, is 59.3. The index number of average Italian prices, 
compiled and cabled by the Chamber of Commerce at Milan and based 
on 100 as the average for 1926, is 47. 


INVESTMENTS: The New York Stock Market in the middle of June, a 
year after the spurt upward, occasioned by the Hoover Moratorium, was 
still sliding down-hill gradually but continually. All sorts of reasons are 
advanced for the absence of a turn. Recently it has been the budget- 
balancing antics of Congress, next we may expect the presidential race to 
be used as the reason, followed by the debt conferences in December 
and so on. 


STEEL PRODUCTION: Steel ingot production at the middle of June was 
around 17 per cent of capacity. While trade reports in May indicated 
there was a slight improvement over April, the official report for the 
month shows 10.6 per cent lower production. The loss in tons was greater 
from April to May than that from March to April. The first three months 
of the year ran above December only, supposed to be a month of merely 
seasonal dip, while April made a fresh low. May has made another and 
this month. will be lower still. 

The present rate of steel ingot. production is in the neighborhood of 
12,000,000 tons a year, or scarcely more than one-fourth the average rate 
in the seven active years, 1923 to 1929, inclusive. The declines since 
February have been disconcerting. Seasonal improvement, if the January 
and February increases may be called such, was interrupted, whereas it 
had been thought seasonal improvement would be belated. 

Pointing out that the average price of steel has declined only 13.5 per 
cent since the 1929 peak compared with a decline of 32.1 per cent in 
the average price of all commodities, a survey by the Alexander Hamilton 
Institute estimates that a further reduction of 31 per cent in steel prices 
is necessary to attract progress and revive production. 


Complete figures on the financial 
operations of the United States 
Government during the first eleven 
months of the fiscal year 1932, is- 
sued by the Treasury, showed that the 
deficit, on May 31, was $2,684,950,445, 
as compared with $1,044,910,099 at 
the same time last year. 

In addition there was charged against 
the Reconstruction Finance Corpora- 
tion’s account loans of $22,824,945 
appearing in the public debt column. 

Total loans paid for the corporation 
amounted on May 31 to $522,824,945, 
$500,000,000 of which came from the 
Treasury’s stock subscriptions and the 
remainder from a credit established 
through purchase by the Treasury of 
securities of the corporation. 

The deficit was a reflection of $4,- 
455,219,844 in expenditures, an in- 
crease of $726,000,000 from the first 
eleven months of the fiscal year 1931, 
and receipts of $1,770,269,398, a loss 
of $914,000,000. 

Indications pointed to an income tax 
collection for the entire year of a little 
over $1,000,000,000. Receipts through 
May 31 were $895,978,640, a decline 
of $669,000,000 from last year. The 
payment for the last quarter of the fis- 
cal year 1932 was due June 15. 

Miscellaneous internal revenue re- 
ceipts, made up chiefly of tobacco 
taxes, amounted to $457,008,256 for 
the period, a reduction of $60,000,000 
from last year. 

Customs receipts totaled $310,379,- 
420, a drop of $39,000,000. 

The moratorium on war debts cut 
receipts by $94,747,000 for the eleven 
months. The total amount of the 
debts suspended was about $252,000,- 
000, the difference payable June 15. 

Panama Canal tolls were $20,855,- 
000, a reduction of about $4,000,000. 

The increase in expenditures was due 
almost entirely to reconstruction activi- 
ties. General expenditures were $2,311,- 
798,321, an increase of $245,000,000, 
reflecting the larger building program. 

The $500,000,000 for the Recon- 
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financial trends 


struction Finance Corporation was a net 
increase, but, in theory, eventually will 
be repaid to the Treasury. 

Income tax and other internal rev- 
enue refunds amounted to $74,071,049, 
an increase of $12,000,000, while cus- 
toms refunds of $16,011,201 
about $3,500,000 lower. 

The postal deficit amounted to 
$170,018,810, gaining $51,000,000. 

Expenditures by the Federal Farm 
Board amounted to $110,764,838, a re- 
duction of $92,000,000. 

Interest charges on the public debt 
were $498,488,295, a cut of $19,000,- 
000. 

By the end of May the public debt 
had reached $19,036,916,646, an in- 
crease of $440,000,000 in a month and 
$2,509,000,000 since May 31, 1931. 
This compares with the pre-war debt 
of $1,282,044,346 March 31, 1917, and 
the peak debt of $26,596,701,648 on 
Aug. 31, 1919. 

“In 1920 the business executive, and 
others interested, might have had be- 
fore them this chart,” says Alvan T. 
Simonds, (see next column) “minus the 
heavy solid line, which is the movement 
of commodity prices since then. There 
was available for their inspection the 
light solid line, which is the movement 
of commodity prices following the Na- 
poleonic wars, 1818-1843, and also 
the dotted line showing the movement 
of commodity prices following the Civil 
war, 1864-1891. They had the state- 
ments of experts in the history of price 
movements that the movement from 
1920 on for about thirty years would, 


were 


* without much if any doubt, be similar 


to the movements following the other 
great wars. 

“Business executives and others were 
urged to plan accordingly. Did they 
do it? A few probably seriously con- 
sidered the matter for a while and then 
forgot it; for economists, statisticians 
and business writers did not continue to 
Press it upon general attention and dis- 
Cuss it at their conventions. A small 
minority did, but their voices were lost 





and as 


in the Babel building from 1922 to 
1929. Hindsight now shows what a 
terrible mistake this has proved to be, 
for prevention of the great fall in world 
commodity prices from 1920 to 1932 
would have aborted the extreme depres- 
sion. International action in regard to 
gold and the gold content of the mone- 
tary units of the various nations would 
probably have solved the problem, if it 
had been possible to have secured such 
action. It was not sought and in addi- 
tion the outstanding business leaders, 
bankers and government officials, seemed 
unaware of the threat of the usual post- 
war, sharp, long-continued decline in 
prices, doubtless due to the relative ap- 
preciation in the value of gold. Alvan 
T. Simonds believes that the United 
States will be obliged directly or indi- 
rectly to reduce the present value of 
gold as compared to every other com- 
modity. Discovery of large amounts 
of new gold would do this. Greatly in- 
creasing the amount of credit and 
currency that may be issued upon a 
given weight of gold would also do it. 
This would mean of course in reality 
departing from the present gold stand- 
ard, although it might be claimed 
otherwise.” 


With the exception of Fisher’s In- 
dex, U. S. Dept. of Commerce charts 
(right) have base 1923-25 = 100. 


Chart below from “‘Looking Ahead.” 
(see text for explanation of chart) 
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our present leadership. When we hear 
these opinions advanced, is it unreason- 
able for us to conclude that in this day 
and age of specialization, management 
is more or less shallow in its thinking 
and seems to be running around in 
circles without any definite objective in 
view. . 

To a student of credit, most of these 
commonly assigned causes are thorough- 
ly inadequate. The incontrovertible 
fact is that back of each and every 
major economic crisis that the world 
has witnessed, has been a credit prob- 
lem. Careful analysis proves that the 
abuse and mis-direction of credit have 
been fundamentally responsible for our 
periodical depressions. 


Apply the credit test to any one of 
our present major problems, and the 
strong emphatic statement I have just 
made will be borne out through this 
common-sense analysis. 

You cannot have over-production 
unless credit is made available for the 
extension of plant facilities and ma- 
chinery. One of the serious abuses of 
credit in the past few years has been 
the mis-direction of credit into fixed 
and permanent investments to the im- 
poverishment of credit needs for cur- 
rent operations. Credit has been con- 
founded with capital. The laws of 
credit velocity and elasticity have been 
violated through practices of bringing 
about the conversion of short-term 
credit into long-term credit, but what 
is even more serious, a transformation 
of short-term credit into long-term 
capital. And if there is under-consump- 
tion at the present moment, it is sig- 
nificant that consumer credit, which 
within limitations is sound, was built 
up to an amount far beyond the possi- 
bility of the American citizenry to 
absorb. 

Most people mortgaged their entire 
future. After the 1929 debacle, many 
awakened to find that they did not pos- 
sess any equities, either in securities, 
wages or salaries, but were burdened 
instead with heavy obligations. Their 
normal consumptive wants have to re- 
main unsatisfied. They have learned 
the pungent truth that individual and 
consumer credit cannot be abused any 
more than commercial and bank credit 


can be abused. 
For thirty-six years we have been 





fighting for sound credit practices. 
But we have just begun the real 
major battle, and in my opinion a 
better trained army never advanced 
to the industrial battlefield. Even in 
the present situation our past work 
is strongly in evidence. There has 
been almost a total absence of in- 
ventory inflation to the extent that 
existed in 1920 and 1921, testifying 
that the credit manager of the com- 
mercial concern in this nation exercised 
sound judgment as to the volume of 
credit extensions for his company. 

Commercial credit was for the most 
part extended along reasonable lines. 
This does not hold true relative to other 
types of credit. The utter lack of con- 
fidence that has beset the nation and 
that has taken its toll by way of dis- 
counting the individual, has been a 
major contributory factor to the pres- 
ent deplorable situation. The moral 
risk of a man as such, it seems in cer- 
tain fields has been wholly discounted. 
All of the integrity, all of the charac- 
ter and all of the performance that may 
have been given in the past seems to 
count for naught. 

It behooves every man to ask wheth- 
er, after all, this lack of human confi- 
dence in this severe depression has been 
due to the fact that men have banked 
on collateral rather than character, on 
balance sheets rather than balanced 
judgment, upon mortgages rather than 
morals, upon printed bonds rather than 
human bonds. The world drew no in- 
terchange report on Hatry, Stinnes, 
Custris, Gualinos, Lowenstein, Kreuger, 
or the Bank of the United States, and 
its people are paying the penalty. 

If the entire field of credit had exer- 
cised the courage that has been dis- 
played during the past few years by the 
credit executives of many commercial 
enterprises we would not be in the sit- 
uation we are today, for credit execu- 
tives of commercial concerns have 
banked upon men as interpreted through 
their performance. Paying habits re- 
veal integrity and integrity has never 
been subject to a discount. The ques- 
tions every manufacturer and every 
financial man might well ask at pres- 
ent are: How sound and courageous 
have I been in evaluating and appraising 


my accounts receivable? Will there be 
a rude awakening when an attempt is 
made to convert these receivables into 
cash? Have they been placed upon the 
books only after a careful analysis and 
appraisal of the integrity and the char- 
acter the customer revealed in his pay- 
ing habits? Have the paying habits of 
each and every individual, and each and 
every concern, which have been gath- 
ered for such appraisal, been fully util- 
ized by the credit executives of the 
United States? This paying-habit in- 
formation has been gathered with a 
single thought in mind; and that is to 
be of material service and helpfulness 
in appraisals of credit responsibility and 
to insure the flow of credit into chan- 
nels in which it rightfully belongs. 

There was never a time in the history 
of the nation when the need for the 
accurate appraisal of accounts receiv- 
able was as necessary as it is today. In 
this day and age of swift-moving events, 
the fortunes of men turn and shift like 
veering winds and the weathervane that 
indicates the drift is an interchange re- 
port. The very conception of the system 
was inspired by the noblest thought of 
service. Its vigorous extension at the 
present moment is the most patriotic 
program that a credit executive could 
support. The misapplication and abuse 
of credit has reached this point. No 
credit executive in the United States 
can afford to contribute further to the 
demoralization caused by the waste and 
misapplication of credit. 

And every far-seeing banker of the 
United States may well inquire of the 
industry that submits a balanced state- 
ment or that seeks credit as to whether 
or not its accounts receivable were 
placed upon the ledger page only after 
an appraisal of the customer had been 
made from the latest available inter- 
change report. 

We, of the credit fraternity, have 
been far too modest in seeking to ac- 
quaint the business world with the led- 
ger experience facilities we have on 
hand. From this day forward, with all 
of the energy we possess, with a firm 
determination that the abuse of credit 
must cease and that it must be directed 
into proper channels and be moved with 
the proper velocity, we must proclaim 
to the world the (Continued on page 12) 
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ing the past two years, and the last 

few months in particular, no single 

word in the English language has 
been used as often in newspaper head- 
lines as “credit”. The true meaning and 
significance of credit has always been 
vague and obscure in the minds of the 
American people. Its proper use re- 
mains a deep, dark mystery to most of 
the world. 


= We are living in a credit era. Dur- 
w 


.For one-third of a century the Na- 
tional Association of Credit Men has 
been seeking to make the nation credit 
conscious. During this long period of 
time the Association has, in every hon- 
orable way, endeavored to educate our 
people concerning the true and vital 
significance of credit and its multiple 
influences in industry and commerce. 
Thirty six years ago there assembled at 
Toledo, Ohio a small group of courage- 
ous pioneering credit executives who or- 
ganized the National Association of 
Credit Men. Out of the intense suffer- 
ing and tragic experience of the business 
crisis of 1893 came the vision and un- 
derstanding which led to the formation 
of our organization. ‘Those dauntless 
credit pioneers have given us a heritage 
which we must guard vigilantly and 
jealously. Greater credit problems con- 
front us today than at any time in our 
economic history. 

Our primary objective has been ac- 
complished, for not only the nation but 
the world is credit conscious, with a 
consciousness born of human suffering 
throughout the world. Our present ob- 
jective is to fight with all the power 
and resources at our command those 
credit abuses, mal-practices and ignor- 
ance which throw our economic ma- 
chinery out of gear and cause untold 
distress, damage and suffering. 

At the outset I want to make my 
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position clear on the subject of credit 
inflation. Credit administration and 
management in the broader sense is too 
often and mistakenly considered synon- 
ymous with credit inflation. It is not 
the lack, but the congealed condition 
of credit that is holding up the ship of 
commerce. There is sufficient credit 
available in the nation. It is the lack 
of normal circulation and velocity of 
credit that has prevented the resump- 
tion of normal buying, and conse- 
quently normal production activities. 
The proper distribution of credit 
through all economic channels is essen- 
tial in developing a return of confi- 
dence. Legislation and panaceas put 
forward to create new credit fall wide 
of the mark. The credit is here and it 
behooves everyone interested in its ad- 
ministration to see that this available 
credit is fully employed. To have our 
economic storehouses filled with stag- 
nant credit is to add further to the 
credit unemployment situation. Qur 
solution does not lie in credit inflation. 
We must not forget the indisputable 
fact that liquid credit means solid busi- 
ness. 


Once again historical fallacies are be- 
ing advanced to explain the cause of 
the present economic disturbances. Peo- 
ple still cling to the thought that the 
Machine Age is responsible for all of 
our ills, which they primarily blame to 
over-production. We boast of our high 
standards of living and in the same 
breath condemn the increasing use of 
machinery, refusing to admit that the 
Machine Age brought with it an in- 
creasing use of capital, higher wages, 
lower costs, and consequently higher 
standards of living. Few people stop to 
realize that figures are readily available 
showing that despite the continuous in- 
vention and innovation of new ma- 


. . JULY, 1932 


Working credit 


& Credit administration does not mean credit inflation. 


@\t is the lack of normal circulation and velocity of 
credit that has prevented the resumption of 
buying and consequently, normal production activities. 


& We must not forget liquid credit means solid business. 


by HENRY H. HEIMANN, Executive Manager, N.A.C.M. 


normal 


chinery, the world’s total production 
shows a remarkably even rate of in- 
crease for the past 80 years. 

Others ascribe the present situation 
to under-consumption. They confound 
cause and effect. If this really consti- 
tuted our basic difficulty, we might well 
turn to big business and learn how it 
has in times past repeatedly increased 
demand by increasing consumption. 
This would offer a simple solution to 
our problem. 

We next have our school of economic 
fatalists who describe our business pros- 
perity and business depression as natural 
phenomena akin to the movements of 
the planets. The acceptance of this 
doctrine completely discounts human 
ingenuity and relegates the human race 
to the plane of the animal kingdom. 
Others suggest despairingly that the 
standards of living we have enjoyed in 
the past decade have been entirely arti- 
ficial and that it is necessary to return 
to the pre-war level before we will re- 
turn to a sound economic basis. 

Next, there are those who believe that 
our entire situation is due to interna- 
tional disturbances and place the re- 
sponsibility for.our predicament upon 
the so-called caprices of international 
trade. It must be admitted that the 
present readjustment is international in 
its entire scope and involves agricul- 
tural, social, political, industrial and 
financial factors. It is also true that 
one of the real problems confronting us 
is the restoration of the purchasing 
power which commodities enjoyed both 
here and abroad at the time obligations 
and debts that are owing between na- 
tions as a result of the war were con- 
tracted. Many of the multitudinous 
causes which have been advanced as the 
basis for our present economic situation 
could be honestly labeled as amusing 
and ludicrous, were they not such 4 
tragic condemnation of the thinking of 
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The credit dollar 





a Eclipsed for a time by speculation, 
the true light of credit is again 
perceived but until we appreciate 
that the credit dollar is governed 
by natural laws as inexorable as 
the laws of the universe we 
will keep on making blunders. 


by J. HARRY TREGOE, Former Executive Manager, N. A. C. M. 


for granted the ordinary functions 

of the home or of business with- 

out inquiring into what they are 
or from whence they came. It is only 
when the unusual happens that the hu- 
man inquisitiveness is aroused. 

When a coin or a note is tendered by 
a buyer for the payment of a purchase, 
no thought is devoted as to just why 
the little bit of metal or the printed 
piece of paper minted by government is 
accepted readily for the purchase. In 
the gyrations of modern life, we seldom 
stop to think. 

A striking phenomenon of the last 
half century is the very many utilities 
that have sprung into existence and that 
cater to our comfort and satisfaction. 
We go to the telephone and talk with 
someone thousands of miles away; we 
step into an airplane and fly through the 
air at an incredible speed; the automo- 
bile whisks us to our destination in a 
space of time that would have seemed a 
pipe-dream six decades ago; the electric 
current illuminates with a radiance that 
was undreamed of by our forebears. 

In the field of mechanics, machinery 
has been almost humanized; on every 
side and at every turn these modern 
utilities are speeding our ways and have 
become dramatized into hving stand- 
ards. We take them for granted now, 
we seldom know just what they are or 
feel the urge to inquire as to just how 
they came about. We covet, work and 
strain for them; they have become 
necessary to ease in life but beyond the 


“ It is a human characteristic to take 


coveting and striving we seldom go. 

Among the utilities that have been 
vitalized within the past half century 
and incorporated unconsciously into the 
scheme of things is “credit.” Like the 
electric current, credit has co-existed 
with the first creation but not until this 
modern period was it harnessed and 
adapted in the fullest way to the com- 
forts and needs of people. Credit has 
been used for centuries but not until 
its real nature was discovered, and the 
atmosphere in which it will flourish, 
did credit become a commercialized sys- 
tem. This statement may be thought 
exaggerated but if we will travel back 
into the early days of our own nation 
and the world commerce of that period, 
the realization will quickly come that 
credit was very crude and no laws had 
been evolved for its effective treatment. 
Is it going far afield to claim that the 
slowness with which wealth developed 
and commerce expanded was due not to 
the lack of human genius but the 
knowledge of credit as a utility? 

When rules unfolded, and within 
my memory, for the harnessing of cred- 


‘it and its application as a vital element 


of business, for the creation of wealth 
and capital, the material growth of our- 
selves and the world presents a picture 
of the finest coloring in the develop- 
ment of human efforts. The trans- 
formation that came through the crea- 
tion of what we call a credit technique, 
for the want of a better term, was so 
sudden and so extensive, that instead 
of analyzing closely the reason and the 






























exact nature of this element we began 
to take “credit” for granted just as we 
had the other utilities. 

There is a striking difference between 
credit and the other utilities given to 
us; credit is invisible and the extent and 
manner of its use affects our welfare 
beyond the ability of the other con- 
veniences to do. 

It is high time to devote more atten- 
tion than we have heretofore been in- 
clined to give to credit as a utility, the 
nature of its creation and how it op- 
erates. ‘If we can engage the attention 
of our business people and our financiers 
to this study and credit becomes used 
in ways congenial to its real nature, 
then I claim the upward and downward 
curves of commerce, known as the busi- 
ness cycle, will disappear. This is my 
challenge and I base it not alone for 
education but upon an enlightened self- 
interest. 

In the ordinary routine of buying, 
the purchase may be made for money 
or it may be made upon the promise of 
the buyer to pay the price at some fu- 
ture time. In the first exchange, there 
is usually no hesitation to carry it 
through, the buyer receives the goods 
and -the seller money; in the second ex- 
change, simple as it appears to be, there 
are principles and conditions involved 
that can be translated into the most 
complex human terms. Should the seller 
accept the promise tendered by the 
buyer for the purchase, then whatever 
is bought passes into the possession of 
the buyer just as (Continued on page 29) 
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(Cont. from p. 11) merits of our Inter- 


change System. 


The laws and principles governing 
the credit of private business apply with 
equal force to government. Even the 
credit of our government, the greatest 
government on the face of the earth, 
is not inexhaustible. The question of 
taxation is definitely and distinctly re- 
lated to government credit. One of 
the most serious menaces hovering over 
the business world today is the mount- 
ing burden of taxation—national, state, 
county and local. 


Statisticians have determined that the 
average tax burden of the average fam- 
ily in this country is $500. annually. 
An average of more than one day’s 
work a week of each and every individ- 
ual goes to the public treasury for taxes. 
One out of every six fully employed is 
on the public payroll in these United 
States. In 1913 1/11th of our income 
was spent for the upkeep of govern- 
ment, fifteen years later it had risen to 
1/7th, and last year, more than 1/6th 
of our net income went for this pur- 
pose. I feel safe in saying that these 
expenditures on the part of the govern- 
ment, be they local, national or state, 
would have never been possible had it 
not been for an abuse of credit. Credit 
was made available to these political 
bodies in such easy fashion, without ac- 


countability, that as a result expendi- 
tures were made out of all proportion 
to income; and now we discover that 
we have a burden upon our hands to 
discharge which will take the sweat of 
our brows through years of labor. 


Cheap money and extended credits in- 
sure governmental extravagances. A 
measure of accountability must be de- 
manded from authorities in the future 
before bond issues or expenditures are 
approved. 


Without a balanced national budget, 
foreign capital will take flight from 
American shores and rest in the home 
depositories of Europe. With interna- 
tional trade of such significance, has 
it occurred to those who trade inter- 
nationally that one of the main reasons 
for the disturbance in the international 
trade was an abuse of credit? Inter- 
national trade was extended beyond all 
bounds of reason. Countries seeking to 
trade one with another find that the 
credit necessary to international com- 
merce has been absorbed in advance, 
and their savings at the moment, in- 
stead of building for new credit are 
consumed in paying past obligations. If 


the Soviet Government is a menace, as 
many believe, has it ever occurred that 
it is only a menace by reason of the 
fact that credit has been extended to 
it, and that without credit it would be 
prostrate and helpless? And if com- 
modities are selling at ridiculously low 
prices, has it occurred that the reason 
they are selling at these ridiculously low 
prices is because credit made abnormal 
production possible, and is not now 
available to take these commodities and 
place them where they might be of use; 
for the world as a whole could easily 
have absorbed the surplus of commodi- 
ties which is now in our storehouses? 


Unemployment crises always bring on 
a deluge of panaceas for solving the un- 
employment problem. In spite of the 
tragic experiences of Europe with the 
dole system, there are many leaders of 
public responsibility who openly advo- 
cate it. Under any application of credit 
rules, the dole can never be justified. 
The answer to the unemployment prob- 
lem is work, not insurance. Put sound 
and controlled credit to work, and you 
will put the country to work. Ameri- 
can management of industry is faced 
with the Herculean task of preserving 
not only the daily employment of some 
40,000,000 still at work, but of trying 
to re-absorb the 7,000,000 to 8,000,000 
out of work. Credit is the basis of pur- 
chasing power and to bring back and 
maintain the purchasing power of the 
American consuming public is the key- 
stone in the arch of business prosperity. 


To my mind, unemployment is even 
more serious than war. What is more 
tragic than willing hands unable to 
find work? The espousal of a dole sys- 
tem in our country may well wrest 
from us our present leadership and sad- 
dle us with a burden of debt which will 
take us at least a quarter of a century 
to discharge. 


Another proposed panacea that was 
and may again be considered in Con- 
gress is the matter of a bank guarantee 
law. If one would appraise the work- 
ings of a bank guarantee law, he should 
journey to Washington, Oklahoma, 
Texas, South Dakota, North Dakota, 
Nebraska or any other State that has 
attempted to substitute legislation for 
sound economic management. A law 
of this nature would have a tendency 
to put a premium upon the introduc- 
tion into the banking business of in- 
competents. Bad banking would be the 
natural and inevitable result. Principles 
of credit would not be applied in bank- 
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ing, and the need for the application of 
these principles from the deluded de- 
positor’s point of view, if a banking 
guarantee law were in effect, would not 
be primary. 


We have had our experience in the 
agricultural situation with our Farm 
Board. Let us not make the mistake 
that has been made in some of the 
States of our Union and adopt a bank 
guarantee law. Sound banking must 
emerge from this present economic Crisis 
and it will emerge, but it will never 
emerge through a bank guarantee law 
by the government. It is important to 
emphasize, however, that those of our 
leaders who believe that legislation is 
the answer to banking credit control 
are motivated by a misunderstanding 
that is working untold hardship upon 
the American people in banking credit 
as in commercial credit. It is the hu- 
man factor that counts. 


Insurance during the past two 
decades has grown into one of the ma- 
jor divisions of our national economy. 
I am a firm believer in insurance, but 
it is significant that the young married 
couple starting out today set aside their 
first earnings for an insurance policy 
rather than for the establishment of a 
home. The indirect social consequences 
of such an act and of such a practice 
cannot be appraised by this age. Every 
thoughtful credit student will inquire 
as to the disposition of the million dol- 
lars a day that is paid to the insurance 
companies for premiums. Is there too 
much of this drifting towards perma- 
nent and fixed investments to the im- 
poverishment of capital or short invest- 
ments? Are the laws governing the in- 
vestment policies of insurance compa- 
nies in keeping with the times? Has 
credit an interest in the disposition of 
this amount of money? 


The problem becomes all the more 
keen when you realize that at the pres- 
ent time, although there are 62,000,000 
Americans whose lives are insured in one 
way or another, for $90,000,000,000. 
the average insurance is only $1,400 
for each person. This will give you 
some idea of the expansion in this busi- 
ness, and likewise give you some idea 
of the problem that is to be faced if 
more and more of our earnings drift 
towards the insurance companies for in- 
vestment. When the small country 
banker finds his deposits shifting to the 
central point, and when the life insur- 
ance companies find that the demand 
for loans takes them out of the bond 
market, this brings about a situation 
which backs up and (Cont. on p. 31) 





They like me... they like me not... 


by GILBERT PARKER HAYES, 


Economic Analyst 


is the state of opinion in these 

United States in this year of grace 

regarding the “most constructive 
measure ever passed by Congress in the 
aid of a single industry”, as President 
Hoover characterized the bill which he 
signed on June 15, 1929, designated as 
the “Agricultural Marketing Act”, to 
promote effective merchandising of ag- 
ricultural commodities in interstate and 
foreign commerce “so that the indus- 
try of agriculture will be placed on a 
basis of economic equality with other 
industries.” 

The effort could have been saved. 
Unknown to the business or legislative 
worlds, there were in operation that 
month of June the very forces which 
would bring the industry of agriculture 
and other industries on an equal level. 
All are now “looking up”, all are 
on equal levels, all are flat on their 
backs. 

And now that the country is plunged 
deeply into depression and panaceas are 
plentiful, the Federal Farm Board is on 
the spot. Its former advocates are as 
unheard and unseen as their brethren 
who pronounced the end of all depres- 
sions with the attainment of the New 
Prosperity. The very class it was to 
benefit—the farmers—are against it for 
two reasons. First, because it will not 
continue its purchases to attempt price 
stabilization; second, because it has im- 
mense stores of cotton and wheat which 
growers are afraid it may decide to 
liquidate to the detriment of the price 
level, and because of the potential de- 
pressing effect on the price level of its 
holdings even if it does not sell! 


i by the Farm Board. That 
be 


The Federal Farm Board grew out of | 


the economic reasoning of pre-depres- 
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Farm bored 


Legislated into existence to make prosperous 


the American farmer, the Farm Board 


has seen prices falling in the general 


debacle and now even its former friends— 


the farmers—ask for 


sion days that some measure of pros- 
perity could be legislated and that if 
we could only help the farmer to strug- 
gle into the two-car-a-family, tile-in- 
the-bathroom, radio-in-the-parlor class, 
we would have reached a modern Utopia 
with God in his heaven and all right 
with the world. 

Accordingly the Agricultural Mar- 
keting Act was devised. “It is not a 
relief measure”, was the statement of 
Alexander Legge on January 16, 1930, 
when he stepped into the office of board 
chairman. The new measure was to 
refrain from artificial stimulation of 
prices and prosperity. ‘“‘Congress dis- 
carded all schemes for artificially rais- 
ing the prices of farm products in favor 
of a plan to assist farmers, acting col- 
lectively, to control their business and 
put it on a sound financial basis”. 

“The strength of the wolf is the 
strength of the pack,” was the opinion 
of Rudyard Kipling. To Congress, the 
strength of the farmer was the co-op- 
erative. And so it came to pass that 
in the same month of October in which 
the investment markets began their 
belly-flop down the long, long trail 
a-winding into the land of bad dreams, 
the Farm Board established the Farm- 
ers’ National Grain Corporation to sta- 
bilize the wheat market and another 
for the cotton growers. 

This was the part of the program for 
which it had been handed a half-billion 
dollars of our money to promote the 
agricultural co-operative movement in 
order to eliminate speculation, improve 
distribution, and control the always 
distressing surpluses which embarrassed 
the price level in the commody markets 
into seeking lower levels. 

In those days of prosperity, when the 


its demise. 


farmer was alone in his troubles, wheat 
brought him $1.30 a bushel and cotton 
19 cents a pound. Today—well there 
is no need to place the prices prevailing 
today in print. For those readers of 
Credit and Financial Management who 
reside in agricultural sections, they’re 
too well known. Besides, one might be 
accused of thinking pessimism and thus 
obstructing the return of confidence. 
Suffice it to say that, moderately put, 
prices today are lower than they were 
three years ago. 

Laying aside the matter of price, al- 
though it is of vital importance to the 
farmer, the men in charge of the board 
operations have other attacks to answer. 
They are accused of having proceeded 
to put an end to speculation, one of 
the Agricultural Marketing Act’s speci- 
fications, by buying futures and dealing 
in the Commodity Exchanges! One 
critic sees the board as being engaged 
in speculative activity ever since it 
started—speculating ‘“‘on what it could 
do, backed by the federal Treasury; on 
the weather; on what the farmer might 
or might not do.” 

Meanwhile the foreign markets have 
been closing to American wheat and 
cotton. Competition of other lands is 
attributed as one reason. Others feel 
that it is retaliatory because of the 
American protective tariff. But the 
Farm Board’s critics see this loss of for- 
eign markets as originally stimulated 
by the attempted artificial holding up 
of prices by the activities of the board 
in buying wheat and cotton and hold- 
ing them for a lean season and a price 
increase. 

Unfortunately, this policy of pur- 
chasing surplus stocks did not have any- 
thing stronger than a moral clause 4s 








to the curtailment of crops by growers. 
And with the government, in a way, 
guaranteeing prices, there was not 
enough militant interest on the part of 
the agriculturists to stop the addition 
of yearly surpluses, thus preventing 
liquidation of the board’s holdings. 
And so we see the reports of its 
operations containing large amounts for 
storage charges. When the board makes 
wheat into flour to save storage charges, 
the millers and flour sellers take up the 
cry. When it swaps wheat for coffee, 
the chorus increases. To relieve the 
board of its burden of excess wheat 
Congress has authorized distribution of 
millions of bushels to benefit the unem- 


WHEAT 


Purchases up to June 30, 1931, 329,- 
641,052 bushels for $270,204,503; av- 
erage purchase price, 81.97 cents a 


bushel. 

Sales prior to June 30, 1931, for ex- 
port, milling and other purposes, 72,- 
504,481 bushels. 

Sales between June 30 and November 
1, including 25,000,000 bushels to 
Brazil, 7,500,000 to Germany, and 15,- 
000,000 to China and those through 
regular trade channels 67,480,384 bush- 
els. 


Amount held on November 1, 189,- 
656,187 bushels. 


ployed and as this is being written the Total spent in grain operations $272,- 
a railroads are carrying flour to all sec- 972,604. 
iling tions of the country. This SCTE: CUSS Total repaid from these operations, 
- the storage charges, does away with a  ¢1412 323.942. 
“lin substantial amount of the board’s wheat 
ey’re holdings, and brings it a return of mil- a 
vo fin lions of dollars to its revolving fund 
eee which has been rolling down-hill fast Total purchases up to June 30, 1931, 
ate but not, as the proverbial snowball, 1,319,809 bales; cost, $107,533,246; 
put, gathering size as it goes along. average purchase price, $81.48 a bale, 
cen Cogent reasons for this decrease in or 16.3 cents a pound. 

the size of the revolving fund are em- Loans to cotton co-operatives, up to 
a ile phatic in this short summary of the June 30, $70,530,951. Advances to 
. ohne stabilization activities of the Farm Cotton Stabilization Corporation, $74,- 
—_ Board in wheat ar.d cotton, these figures 953,881. 

: being culled from its annual report of Total 1930 cotton held off market, 
ia last November. as spots or futures, in addition to that 
ne of 
speci- @ Its holdings have hidden the Farm Board’s light under bushels . . . of wheat 
ealing 
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- as depicted 


by Cowan in the Boston Transcript. 


owned by Stabilization Corporation, 
2,073,178. 

Total spent in cotton operations, 
$133,460,038. 

Total repaid, $58,506,156. 

With such an unfortunate record of 
Operations and so many critics, small 
wonder that an investigation was or- 
dered by the Senate in April, taking in 
both the Farm Board and the commod- 
ity exchanges. The Farm Board’s paper 
loss of almost $200,000,000, as esti- 
mated last November by Chairman 
Stone, Legge’s successor, will of course 
be a major point in the investigation. 

The investigation, sponsored by Sen- 
ator George Norris, aims to determine 
these facts: 

Whether the board, regardless of its 
$200,000,000 losses, has helped or hin- 
dered the farmers. Whether it should 
be abolished, or continued with activi- 
ties restricted to encouraging co- 
operative marketing and making loans, 
or continued with power to use the 
equalization fee or the export debenture 
plan. 

Whether the costly stabilization op- 
erations were in accordance with the 
law. Whether the act has had a fair 
tryout or whether its successful opera- 
tion was rendered impossible only by 
the protracted depression. . Whether the 
board, by mistaken or improper opera- 
tion, has injured rather than helped the 
farmer co-operative movement and has 
entered into competition with previous- 
ly established operatives. 

Well, we shall see what we shall see. 
But if you are the speculative kind, it 
is not too hard to place bets that the 
end of the Farm Board is in sight for, 
as it may be described in terms of the 
animal kingdom, it is hardly bull, likely 
bear, mostly white elephant. 
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Shifting 
scenes 


@ An analysis of today’s 


widening credit horizon 


by E. D. ROSS, 
President, N. A. C. M. 


The greatest paralyzer—FEAR 
The most futile thing to do—sE- 
\y COME EMBITTERED BY ADVERSITY 
The worst individual-bankrupt— 
HE WHO HAS LOST HOPE. 

Suppose we regard these few super- 
latives as “Observations upon Human- 
ity during Economic Turmoil”. This 
trio of gloom is given prominence at 
the outset neither with the idea that 
the whole picture can be reduced to a 
few score of words nor in the belief 
that half-truths will aid materially in 
solving our many problems in the social 
and business world. 

It is not perhaps too much to hope 
that the negative side may be faced 
in its worst aspects with resulting 
profit having determined upon a clear- 
cut intention of brushing aside an atti- 
tude that is notably destructive. 

Now for the hopeful viewpoint: 

The most profitable occupation— 
CONSTRUCTIVE THINKING 

The greatest need—cOMMON SENSE 

The best day—rTopay. 

In this brief statement, the defini- 
tions are placed on display that we may 
construct a few guide-posts upon which 
our most earnest thoughts can be fo- 
cussed as we enter the 33rd month of 
“turmoil”. 

Taking the results of composite judg- 
ment exercised at the annual meeting 
of the United States Chamber of Com- 
merce held in San Francisco in May, 
the 31st month, as the latest, should 
register a pause in the downward course 
of business and industry. 


It was 


pointed out that no cycle of depression 
known to history had lasted more than 
six years. Further, if this “economic 
stress” is not to run counter-wise to 
historic cycles in duration—where the 
declension is to be equal in length to 
ascension—the late fall will mark the 
turning point followed by an upward 
trend in price levels with 
quent improvement. 

Putting aside any possible error in 
this prediction—where factors are pres- 
ent which defy the drawing of definite 
conclusion—we can safely proceed upon 
the assured belief in a time-honored 
theory, namely, that the United States 
is the sole possessor of that envied trait 
known as “American enterprise”. This 
innate “drive” that has propelled our 
industrialists and business leaders of the 
past should be recognized and properly 
set to work. 

Credit managers who are sales- 
minded are proving of great help dur- 
ing this reconstruction period. The 
utmost cooperation is needed as never 
before to re-establish profits in the 
conduct of business. 

This necessity for profit reaches fur- 
ther than the return of dividends or 
the rehabilitation of depreciated equip- 
ment and physical assets of industry. 
Herein is the basic thing upon which 
the present social order is founded. 
Public revenue cannot be raised unless 
there be profitable operations. The ex- 
tent of successful operation is too often 
hampered by the restrictions imposed 
on business by a government not func- 


conse- 
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tioning as a sovereignty “of the people, 
by the people and for the people”. 

We have come to look upon political 
economy as something entirely apart 
from modern-day politics of the state 


and nation. The former may be 
roughly defined as a working plan 
whereby mankind may reach its high 
point of natural living and develop- 
ment. Current political maneuvers ap- 
pear to be a series of competitive af- 
tempts to befuddle the issue and outwit 
factional elements, while spending pub- 
lic time and money upon uncertainties. 
Accompanying this scattering of en- 
ergy in affairs political, invested capi- 
tal, and its partner, individual enter- 
prise, are given the minimum amount 
of consideration. 

Already there has appeared a wide- 
spread demand for economy in the con- 
duct of government. A reduction of 
$600,000,000 in expense is proposed 
and appears not unlikely to be at- 
tempted by Congress with prospects of 
partial success. Organized business 
should support that demand with such 
a tidal wave of endorsement as to en- 
gulf minor issues; its voice should also 
be theard in asking for a reconstructed 
order of officialdom in our republic 
which would come to flower with un- 
heard-of efficiency. In reducing this 


unparalleled tax load, business will be 
in better position to restore profits to 
itself and consequently do its share to- 
ward filling a depleted public cash box. 

American business should appreciate 
the value of the 


(Continued on page 37) 


~~ i» «065 hr 









dle, 


ical 
art 
ate 

be 
lan 
igh 
op- 
ap- 
at- 
wit 
ub- 


ties. 


api- 
iter- 
yunt 


ride- 
con- 
1 of 
osed 

at- 
rs of 
iness 
such 
) en- 
also 
icted 
ublic 
un- 
this 
ll be 
ts to 
e to- 
box. 
ciate 
re 37) 


N.A.C.M. 


convention 


Over 1,000 credit and financial ex- 

ecutives attended the 37th Annual 

ly Convention of the National Asso- 

ciation of Credit Men held in De- 

troit during the week of June 20. Ex- 

pectations were exceeded by such a large 
attendance. 

On Monday afternoon at the opening 
session, Mr. Henry H. Heimann, ex- 
ecutive Manager of the Association, 
sounded the convention keynote with 
his address “Working Credit Means 
Working Men.” The underlying theme 
of Mr. Heimann’s ‘address was crystal- 
ized into the convention’s objective. His 
address is published elsewhere in this 
issue and your careful reading of his 
presentation will indicate to you the 
purposeful tenor of the convention pro- 
ceedings. 

Out of convention business sessions 
grew a new spirit of co-operation and 
aggressiveness in Association activities. 
Greater emphasis was placed this year 
on the activities of the Association as 
a money-saver and money-maker for 
American business organizations. 

Tuesday was devoted to the Credit 
Congress of Industry sessions. All of 
the credit groups convened in the morn- 
ing in the main ballroom, where they 
heard an inspiring address on ““The New 
Competition” by Mr. Shirley E. Haas, 
Secretary-Manager of the Retail Gro- 
cers’ Association of Louisville, Ken- 
tucky. In no uncertain terms, Mr. 
Haas threw out the challenge to whole- 
salers and manufacturers that most of 
the business failures and business evils 
of retailers can be placed upon the 
shoulders of the credit and financial ex- 
ecutives of wholesale and manufactur- 
ing concerns. 

One of the most important results of 
the convention is a planned program for 
greater co-operation between whole- 
salers and manufacturers and retailers. 
From 11:00 o’clock Tuesday morning 
until late Tuesday night, the Associa- 
tion’s credit groups met in their indi- 
vidual rooms for consideration and dis- 
cussion of their specific group problems. 
The results of these meetings will be 
summarized in a later issue. The pro- 
ceedings of many of the meetings will 
be released to trade papers throughout 
the country by the Association’s Public 
Relations Department. 





@ Assemblage of the N. A. C. M. leaders in the cause of better credit practice in 1932- 
33. Seated—Henry H. Heimann, Executive Manager; E. D. Ross, President. 


Standing— 


A. J. Peoples, J. A. Bond, E. I. Kilcup, Vice Presidents. 


Wednesday morning was one of the 
outstanding sessions of the convention. 
Mr. Charles F. Kettering, President and 
General Manager of the General Motors 
Research Corporation, brought to. the 
delegates -an inspiring address on the 
importance of research and the research 
attitude to business. Mr. Kettering’s 
address is of such significance that it 
will be published in an early issue of this 
magazine. Following Mr. Kettering, 
the Honorable Lloyd Garrison, Special 
Assistant to the Attorney General, 
talked to the convention on the latest 
developments in the bankruptcy field. 
In the August issue, Mr. Garrison’s an- 
alysis of the bankruptcy situation up 
to the first of July, will be published. 
This will bring you up to date on the 
nation’s bankruptcy activities and fore- 
cast the approximate trends and imme- 
diate future in bankruptcy legislation. 


Thursday brought the one big disap- 
pointment of the convention. The 
Honorable Carter Glass, United States 
Senator from Virginia, who was sched- 
uled to speak Thursday morning was 
forced to cancel his engagement at the 
last minute. However, the disappoint- 
ment over Senator Glass’ cancellation 
was largely alleviated by the excellent 


speaker secured to substitute for Sen- 
ator Glass. Colonel James R. Walsh, 
Executive Vice-President of the Guar- 
dian-Detroit Union Group, Inc., at a 
moment’s notice took over the Senator’s 
speaking assignment and made one of 
the finest addresses ever presented before 
a National Association of Credit Men’s 
convention. Colonel Walsh has worked 
closely with Senator Glass and Wash- 
ington leaders on the Glass-Steagall Bill 
and the Glass Bill. He brought to the 
delegates a clear-cut and forceful an- 
alysis of present banking legislation and 
its effects upon banking and business. 

Dr. Max Winkler, who is well known 
to Credit and Financial Management 
readers spoke to the Thursday morning 
session on “After the Hoover Mora- 
torium—What?” Dr. Winkler advo- 
cated the cancellation of Inter-Allied 
debts and supported his argument with 
similar facts to those which have been 
presented in his magazine articles ap- 
pearing in these pages. 

Thursday afternoon Mr. Max Nahm, 
Vice-President of the Citizens National 
Bank, Bowling Green, Kentucky, ad- 
dressed the convention on the work of 
the Reconstruction Finance Corporation 
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and other government agencies in the 
financial and credit rehabilitation of 
American business. Mr. Nahm gave an 
address that will not be forgotten by 
convention delegates. So pertinent was 
his analysis and so effective was his 
presentation that dozens of requests 
were received for copies of his talk im- 
mediately after the session adjourned. 
For the benefit of members of the As- 
sociation, it will be published in a later 
issue of this magazine. 


The Friday morning session, accord- 
ing to custom, was given over to the 
election of the Association’s new officers. 
The photographs and the write-ups 
about the elections appear elsewhere in 
this issue. Senator L. J. Dickinson of 
Iowa, who was the keynoter at the Re- 
publican National Convention, gave the 
feature address of the closing session. 
You can get an idea of the great interest 
in the Senator’s address when you are 
told that he talked for an hour and one- 
half and when his address was com- 


pleted, few of the delegates realized 


that he had talked longer than the aver- 
age convention address of forty-five 
minutes. 


Convention activities were by no 
means limited to the regular conven- 
tion sessions during the day. Special 
business meetings were held which ran 
far into the night and early morning. 
Out of the convention has come a new 
call for Association service. New ob- 
jectives were set and concrete construc- 
tivé programs for the betterment of 
credit services and for the aggressive 
and progressive advancement of the 
National Association of Credit Men 
were successfully inaugurated and are 
already being translated into actual ad- 
ministrative activities. 


The Detroit committees did them- 
selves proud in making the delegates’ 
week in Detroit comfortable, entertain- 
ing and unforgettable. Mr. A. J. Peo- 
ples, as General Convention Chairman, 
was a tower of strength in his help and 
assistance to Mr. Brace Bennitt, Con- 
vention Director. Mr. O. A. Mont- 
gomery, Secretary of the Detroit Asso- 
ciation, was untiring in his efforts to 
make the convention a success. Follow- 
ing the election of officers on Friday 
Mr. Bennitt introduced all the Detroit 
committee chairmen who had worked 
so diligently for several months, before 
and during the convention, to put over 
in real style the Association’s Thirty- 
Seventh Annual meeting. “Sandy” Sin- 
clair of Kansas City, (Cont. on p. 29) 


@ President Ross and Senator L. J. Dickinson of Iowa after the Senator’s speech. 


Portland's 
E. D. Ross 


Mr. E. Don Ross, newly elected 
President of the National Associa- 
ly tion of Credit Men, is one of the 
most untiring and stalwart Asso- 
ciation workers in the history of the 
organization. He has served the Port- 
land Association of Credit Men as a 
Director, Vice-President and President. 
For years he has devoted unrelenting 
effort to the national organization, 
serving as a National Director, as Vice- 
President of the Association for three 
years and four months and as Acting 
President for eight months. When Mr. 
Henry H. Heimann resigned as Presi- 
dent to become Executive Manager of 
the Association Mr. Ross became Acting 
President to complete Mr. Heimann’s 
term. 


Mr. Ross was born in St. Albans, Ver- 
mont, on July 13, 1880, and early in 
life went to Oregon where he has since 
resided. After leaving school he joined 
the Postal Telegraph Company and was 
connected with it in an official capacity 
for twenty years before he entered the 
mercantile field. Upon leaving the 
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Postal Telegraph Company he became 
a partner in the Irwin-Hodson Com- 
pany of Portland, one of his chief re- 
sponsibilities being that of credit man- 
agement in his organization. He is at 
present Secretary of the Irwin-Hodson 
Company, manufacturers and printers 
of stationery supplies and bank supplies, 
and office outfitters. 


Mr. Ross has been an active member 
of the Portland Chamber of Commerce 
since 1924. He is a past-president of 
the Portland Executives’ Association 
and a member of the Multnomah Ama- 
teur Athletic Club and the Portland 
Golf Club. 


Within the past ten years Mr. Ross 
has built an enviable reputation as one 
of the leading credit thinkers of the 
country. He is widely known as an ex- 
ponent of sound credit ethics. His in- 
fluences and ability have been powerful 
factors behind the constructive pro- 
grams initiated by the National Asso- 
ciation of Credit Men during the past 
ten years. 


Although he becomes president of the 
association during the most trying times 
in our economic history, the expressed 
confidence in him as a man and as a 
leader presage one of the greatest years 
in Association developments and activi- 
ties. At the Detroit Convention where 
Mr. Ross was elected president, a for- 


mer President of (Continued on page 42) 
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Financial 


a ln one case of credit granting, 
a creditor admitted that a woman's 
beauty caused him to ship goods. 
s Clearly a case of ‘face’ value! 


by CHARLES J. SCULLY, 
Director, N. A. C. M.'s 
Fraud Prevention Dept. 


In the field of credit analysis, there 

are really two categories of state- 

ly ments — financial statements and 

financial mis-statements. The cred- 

it executive after years of experience in 

the analysis of financial statements de- 
velops what is akin to a sixth sense. 


During my years of experience with 
the Fraud Prevention Department of 
the National Association of Credit Men, 
I have received many examples of finan- 
cial statements—and financial mis- 
statements. A consideration of these 
will perhaps help the credit executive 
who reads them to develop to even a 
finer degree that sixth sense which en- 
ables him to ferret out financial mis- 
statements. 


Proof of mailing, as every credit ex- 
ecutive knows, is often important evi- 
dence in case of a fraudulent financial 
statement. One incident has come to 
my attention indicating the unusual 
method followed by one credit executive 
to guarantee proof of mailing. 


“Certainly I can show proof of mail- 
ing,” a credit manager advised in the 
course of an investigation. “Here is 
the statement that the debtor gave me 
personally and I dropped it in a letter 
box in its original envelope so that it 
would be properly postmarked in the 
event it would be of use to the Fraud 
Prevention Department at some later 
date.” 


Needless to say, this case was never 
brought to the attention of a Prosecutor. 


On another occasion a credit man re- 
ceived a financial statement over the 
counter, placed it in his pocket and 
carried it back to his office. Over night 
his suspicion was aroused as to the mer- 
chant’s state of condition and like a 
good detective he decided to have the 
statement returned to its maker, with 
the request that it be mailed back so 


that, in the event the statement was 
not as represented, he could show proof 
of mailing. 

This case was later considered fraudu- 
lent and reached the Grand Jury. The 
credit man testified and as a result of 
his admissions, regarding the sending of 
the financial statement back to the 
debtor for mailing, the Grand Jury re- 
fused to indict! 


On numerous occasions financial 
statements have been brought to the 
attention of the Fraud Prevention De- 
partment, which on examination were 
not only found to be unsigned but many 
failed to set forth the date of condition. 
Statements of this character are value- 
less as a basis for a prosecution. 


It has been our experience that state- 
ments set forth in round figures will not 
under any circumstances be considered 
by Prosecutors as this type of statement 
can only be viewed as an estimated re- 
port of condition and not one reflecting 
the true and exact state of affairs. 


For the past six years we have advo- 
cated the retention of all envelopes used 
in the mailing of financial statements 
by a debtor, as envelopes are of untold 
value in the event that the condition of 
affairs as reported are later found to be 
questionable. 


Section 215 of the U. S. Criminal 


Code, which covers that section of the 
Penal Laws relative to the use of the 
mails in a scheme to defraud, usually 
requires direct proof of mailing, and 
unless the envelopes are retained this 
proof is destroyed, and consequently 
weakens any case brought to the atten- 
tion of the Federal Prosecutor. As a 
matter of fact, all envelopes in which 
financial statements are received should 
be initialed and dated by the person 
who actually received them, as well as 
by the credit manager who is instru- 
mental in extending the credit re- 
quested. The statement itself should 
also be initialed by both. 

A large number of subscribers to the 


-Fraud Prevention Fund have followed 


mis-statements 


the aforementioned procedure in con- 
nection with every financial statement 
received, and while it is true that but 
a small proportion of these documents 
are ever called for, nevertheless, they 
were ready for use in a case of neces- 
sity. 

One statement exhibited to us by a 
complainant showed that the debtor re- 
sorted to the figure 13 in all of the 
items appearing in both the asset and 
liability columns. The latter claimed 
to have $130 in a bank, inventory at 
$13,000, machinery and fixtures valued 
at $1300, and so on. His liabilities 
showed outstanding accounts in the 
amount of $1300. All were in round 
figures.  INevertheless, he received 
credit for a substantial amount! 

Another financial statement was 
brought to our attention in which the 
debtor in order to arrive at a net worth 
set up an inventory in figures described 
as “Inventory to break even”. Consid- 
erable credit was extended on this state- 
ment! 

A third statement exhibited showed: 

“Inventory, $45,000.” The assets 
including other items reduced by the 
liabilities shown produced a net worth 
considerably less than the amount of 
the inventory already referred to. In 
the lower part of the statement in an- 
swer to printed questions, the merchant 
set forth that his yearly sales were ex- 
actly the same amount as the inventory. 
He stated further that the insurance on 
merchandise he carried was $7500. 
One of the liabilities shown on the 
statement was the sum of $2400 for 
rent. Credit was extended on this 
statement. 

A recent case concerned a woman, 
who was engaged in the building line. 
On the strength of an oral statement 
made by this woman that she was ex- 
pecting a legacy, credit was extended 
in a considerable amount. One creditor 
admitted that the woman’s beauty 
caused him to ship merchandise. Clearly 
a case of “face” value! 

Undoubtedly, you have often noticed 
in the letters-from-readers page in 
CREDIT AND FINANCIAL MANAGEMENT 
a quotation from Voltaire, which reads, 

“I wholly disapprove of what you 
say and will defend to the death your 
right to say it.” 


Be that as it may, Mr. Voltaire, but 
don’t defend it in financial statements. 
It often isn’t so! 


19 
















































































































































































































































by WELLINGTON POTTER, 
Wellington Potter, Inc., 
Rochester, N. Y. 


A state should not write work- 
men’s compensation insurance. In 
WM the matter of taxes, private com- 
panies have paid millions of dollars 
into the state treasuries each year, 
whereas so-called State Insurance Funds 
have been tax-exempt, thereby leaving 
other taxpayers tc bear a greater bur- 
den by reason of that exemption. 


One argument used by the State 
Insurance Fund representatives is the 
state enacted the Workmen’s Compen- 
sation Law so why shouldn’t the state 
write the insurance? Does not the state 
enact laws compelling us to bury our 
dead, cover our nakedness, submit to 
vaccination and feed our children? 
‘What would be your reaction if the 
state should engage in the undertaking 
business, the clothing industry, the 
medical profession or the manufacture 
and distribution of food products? I 
asked a clothing manufacturer as to his 
reaction. He stated forcibly that he 


would fight such a move with all of 


his power and the weight of his indus- 
try. He said that he would go over 
and blow the roof off the local cham- 
ber of Commerce in an attempt to get 
some action but I assure you that he 
would have to go even further and blow 
off the lid at Albany because any move- 
ment encroaching upon the rights of 
private enterprise is politics. 


Paragraph Number Four in one of 
the State Insurance Fund pamphlets 
states, “Fund business is confined to 
New York State compensation insur- 
ance. It is able to specialize to a 
greater extent than carriers handling 
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stated: 


anty. 
it is neither Welsh nor rabbit but simply 
cheese masquerading under a fancy name. 





Is state insurance 


“Of state insurance funds one authority 
“It is not real insurance nor a guar- 


lt reminds me of a Welsh rarebit . 


several casualty lines over a wide area.” 

I predicate my answer to this state- 
ment on the authority of E. M. Barrows, 
noted economist who, writing, in the 
April, 1932, issue of Review of Re- 
views, says in part, “The arguments 
against State Insurance Funds, outside 
of the valid ones against state socialism, 
are that they are economically un- 
sound, socially inefficient and politically 
unwholesome. By limiting the policy- 
holders in a minimum rate group to the 
citizens of a single state, the whole plan 
of the law of averages and the doc- 
trine of chance, that underlie the theory 
of insurance, is upset The single state 
as an insurance group does not con- 
tain enough insurable units on which 
to base a rate structure which will be 
fair to the policyholders in the multi- 
tude of necessary sub-groups, and at 
the same time, establish a basis for safe 
reserve.” 

“The state rates must be based on the 
actuarial work maintained by the pri- 
vate companies with their world-wide 
spread of insurance experience. When 
the states do this they throw away 
their whole case for if their work must 
be supplemented by private enterprise in 
order to be successful, where is its value 
to the public? On the other hand, if 
they are thus dependent on private en- 
terprise, what is the sense of electing 
State Funds to compete with the com- 
panies on whose prosperity they them- 
selves must depend. Due to the same 
limited coverage, the certain hazards 
that are bound to occur can cripple or 
even wipe out State Insurance Funds 
because their risks—being confined to 
their own cities—can not be sufficiently 
spread to permit them to operate while 
waiting for the compensating periods of 
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small loss which also are mathematically 
certain.” 

Private companies have combined 
their forces in order to establish sane 
and intelligent rules and rates, not in 
restraint of trade, but rather in favor 
of guaranteeing the solvency of each 
other. This has a vital meaning to 
policyholders and claimants in the in- 
surance business because insurance as a 
commodity differs from automobiles, 
clothing or furniture. One difference 
is that when an automobile is sold to 
the public the cost is definitely known. 
However, when an automobile or com- 
pensation policy is sold the cost is not 
definitely determined because the ex- 
perience of that driver lies ahead for 
one year. 


Government ownership propaganda 
has completely fooled many astute busi- 
ness men and property owners who fail 
to appreciate the fact that their own 
business is endangered by every such 
extension of political authority. We 
have too many business men in this 
country who resent outside interference 
when it comes to their own business, 
but who are of a different frame of 
mind as to the other fellow’s business. 

Thomas A. Edison wisely said, “The 
Government never really goes into any 
business for it never makes ends meet 
—the first requisite of business. It 
may make ends meet but not by busi- 
ness methods. It clears its books by the 
simple expedient of charging the loss 
to the taxpayers.” 

No Government enterprise ever made 
money. The postoffice, the Govern- 
ment shipping lines, the railroads dur- 
ing the war—all have been subsidized 
from the Federal treasury. One of the 
Wisest statements ever made is that the 
Government exists for the public, not 
the public for the Government. It is 
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the function of the state to pass laws 
necessary to a well ordered society and 
punish those who break them. It is 
likewise the business of the state to pro- 
vide, by tax assessments, agencies of 
existence which are out of the sphere 
of business such as the army and the 
navy. However, it is not the function 
of the Government to compete with 
private citizens who create and support 
it. Such an action strikes at the roots 
of ambition and progress and _ indi- 
viduality. 

Mr. Edison further stated that when 
the Government enters business it sim- 
ply mixes a lot of politics with a little 
business and no one is ever given a 
chance to find out what is actually go- 
ing on, 

It is with interest that I quote from 
an authority on socialism John Spargo. 
“As a Socialist during many years I ad- 
vocated nationalization of all mines and 
their control and administration by the 
Government with some sort of arrange- 
ment for actual management by a body 
representative of workers, consumers 
and the Government. I now have to 
admit that the collectivism of the war 
and post-war periods has forced me to 
admit great disillusionment. Wherever 
one turns for examples, the extensive 
experiments with nationalism, the sub- 
stitution of Government for private 
enterprise, shows no results which can 
be read as encouraging or assuring. In- 
stead one sees inefficiency, waste and 
retrogression.” 

I also quote Mr. Townley, the cre- 
ator and leader of the Non-Partisan 
League of North Dakota. “We suc- 
ceeded in getting control of the State 
Government but the enterprise was not 
successful. We strove manfully but I, 
for one, became convinced that there 
are forces in the economical system 
more powerful than the state which 
make it impossible for state enterprise 
to succeed. Some of my friends think 
that what the state could not do the 
Federal Government might do. I do 
not think so.” 

The release from all liability clause 
featured by the State Fund is a vicious 
clause in its policy contract. It states 
that an employer securing the payment 
of compensation by contributing prem- 

iums to the State Fund shall thereby 
become relieved from all liability for 


persons injured or death sustained by 
his employees, and the persons entitled 
to compensation under this chapter 
shall have recourse, therefore, only to 
the State Fund and not to the employer. 
An employer shall not otherwise be re- 
lieved from the liability for compensa- 
tion prescribed by this chapter, except 
by the payment thereof by himself or 
his insurance carrier. No private car- 
rier, either stock or mutual, is allowed 
to grant such a privilege in connection 
with its policies. 

This clause is most unfair to injured 
workmen and the widows and depen- 
dents of those killed in industry. This 
clause actually defeats the very pur- 
pose of the Workmen’s Compensation 
Law. 


Under this agreement an injured em- 
ployee or his dependents would have 
recourse against the State Fund only. 
Therefore, if the State Fund should be- 
come insolvent the injured employee 
and his dependents could not sue the 
employer as would be the case with 
any private insurance company. What 
would happen? To answer this I quote 
from a letter dated July 31, 1928, from 
James A. Beha, former Superintendent 
of Insurance for the State of New 
York: “The policyholder cannot be as- 
sessed, and in the event of the insol- 
vency of the fund, as there is no other 
way by which claims against it could 
be paid, the Legislature might feel that 
the state had a moral obligation to pay 
injured workmen for the claims against 
the fund and would therefore provide 
the necessary funds. Whether this 
could or could not be done under the 
state Constitution is a mooted ques- 
tion.” 


On this same point may I quote E. 
C. DeKay, President of the Industries 
Service Corporation, writing in the 
Journal of Commerce, New York City. 
“In the event of the New York State 
Fund not being able to meet its obliga- 
tions, the Attorney General has ruled 
that the Legislature cannot appropriate 
funds to pay for losses that have been 
incurred for the benefit of a special 
group of citizens insured in the State 
Fund.” 

In this connection may I also quote 
Dr. David McCahan of the Wharton 
School of Finance of the University of 
Pennsylvania. ‘Unless responsibility 
for the financial welfare of a State Fund 
is definitely established by law it may 
be expected that the State will not meet 


any deficits. The precedent seems to 


be firmly set by the failure of any state 
to come to the rescue of a workmen’s 
compensation, bank guaranty or hail in- 
surance fund which has gotten into fi- 
nancial straits. 


“To the average individual, State in- 
surance implies a guarantee from the 
state that all obligations will be met. 
Many persons have been mislead by a 
blind faith in this belief; by the prac- 
tice of leaving them under the impres- 
sion that the state will stand behind a 
Fund, when no such guaranty is in- 
tended, should be severely condemned.” 


As one well-versed insurance author- 
ity stated, “A State Insurance Fund is 
a misnomer because it is not real in- 
surance nor is it a guaranty. There is 
nothing certain about it and it reminds 
me of a Welsh rarebit (rabbit) in that 
it is neither Welsh nor rabbit but sim- 
ply a piece of (political) cheese mas- 
querading under a fancy name.” 


Many policyholders, agents and com- 
pany representatives have keenly felt 
the unfairness and discrimination in that 
the New York State Fund is not in- 
cluded under the supervision of the 
New York State Insurance Department 
as to rules, rates and practices. The 
insurance :department maintains super- 
vision over the State Fund only in rela- 
tion to the character of its investments, 
the adequacy of its reserves and the 
method of computing such reserves. It 
would indeed be timely to have an in- 
vestigation of the State Fund at this 
time and an accompanying demand to 
have the State Fund placed completely 
under the supervision of the State In- 
surance Department as is required of all 
other foreign and domestic insurance 
carriers. | 


To substantiate this opinion, the State 
Fund’s own figures will speak for 
themselves. For the year 1931 the 
Fund’s figures show an underwriting 
joss of $522,990.00 and a decrease in 
surplus of $34,409.00; also a decrease 
in premiums written of 17.4 per cent 
and an increase in expense ratio of 4 
per cent. However, in the face of these 
facts, the dividends to policyholders in- 
creased $105,102.00, thus making the 
ratio of total disbursements to earned 
premiums as 110.6 per cent: All of 
which might easily provoke the ques- 
tien. Were increased dividends paid at 
the possible expense of injured em- 
ployees, widows and dependents of those 
killed in industry in order to please pres- 
ent policyholders and possibly attract 
new ones? 
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Current survey of credit conditions 


@ by W.S. SWINGLE, director 
of the Foreign Department and 
the Foreign Credit Interchange 
Bureau of the National Associa- 
tion of Credit Men. 


The 15th quarterly survey of Cred- 

it Conditions and Collections in 21 
Ww Latin American markets, compiled 

from the opinions of members of 
the Foreign Credit Interchange Bureau 
of the National Association of Credit 
Men, at the close of the second quarter 
of 1932, shows comparatively little 
change over the first quarter of this 
year. In the first three months of the 
year some improvement in credit con- 
ditions was indicated, and in a number 
of countries this has continued. In 
eleven countries credit conditions as in- 
dicated by the survey have improved 
and declines are shown in seven of the 
markets under investigation. In the 
classification of credit conditions, none 
of the countries are classified better than 
Fairly Good, but in addition to Porto 
Rico which was formerly in this classi- 
fication, in the opinion of those who 
have contributed to this survey, credit 
conditions in Panama and Argentina 
have improved sufficiently to place these 
markets in this classification. 








Credit conditions in twenty-one 
Latin-American countries scaled on 
the basis of the credit condition in- 
dex figures which express mathema- 
tically the combined opinions of in- 
dividual reports on each country. 
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There are still many difficulties to be 
overcome in bringing about an adjust- 
ment of the situation in practically all 
Latin American markets. Some of the 
drastic efforts now in force for a con- 
siderable time have begun to somewhat 
ease the situation, but the heavy back- 
ground of bonded indebtedness, over- 
loaning and continued low prices for 
raw materials make improvement and 
the balancing uf budgets difficult. 

Practically all of the regulations 
which have been in effect in regard to 
exchange control and import restrictions 
have looked toward a protection of the 
finances of the various countries, and 
to the reduction in imports, and this 
has had the most serious effect upon 
shipments from the United States be- 
cause of the maintenance of the gold 
standard; nevertheless it has had its ef- 
fect on business with other countries 
even though exchanges in those coun- 
tries are relatively depreciated. 

Political disturbances, with one or 
two exceptions, such as Chile, have not 
been particularly noticeable. 

In addition to the countries already 
mentioned, Venezuela, Brazil, Costa 
Rica, Haiti and Nicaragua show a no- 
ticeable gain in the index figure. Of 
these countries, credit conditions in 
Venezuela and Brazil are still classified 
as Poor, but Brazil has moved up from 
a lower classification, and shows consid- 
erable signs of improvement. 

All of the countries in which credit 
conditions are classified as Very Poor 
remain in the same classification as prev- 
iously, although there has been some 
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relative shifting around within the 
group. Credit conditions in Mexico and 
Guatemala show little change, accord- 
ing to the index, and their relative po- 
sitions in this group remain the same. 
Conditions in Chile are probably the 
most difficult of any market of Latin 
America. 


It should be borne in mind that these 
surveys reflect commercial credit posi- 
tions, and do not reflect governmental 
or municipal credit, and are based on 
the opinions of exporters regarding the 
credit situation existing in these mar- 
kets. 


When considering Collections, the 
most important item is still the ex- 
change situation. An encouraging sign 
is the general improvement in collec- 
tions as indicated by the index. This 
is probably due to the restricting of 
shipments by exporters to those firms 
who are able to take care of commit- 
ments, or those who are able to obtain 
exchange and secure remittances either 
direct or through funds available in the 
exporting countries. Business is greatly 
restricted, and exporters are evidently 
watching carefully this situation and 
continuing to accept the credit only of 
those who are reasonably sure to be able 
to take care of the transaction. In some 
markets, shipments are being continued 
with the knowledge that dollar ex- 
change can only be secured with diffi- 
culty, if at all for the present, but this 
is done with the desire to maintain the 
market, and not lose the benefit of 
years of development and promotional 
activity. 
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In some countries governmental regu- 
lations permit the settlement of ac- 
counts in a foreign currency held abroad 
until a later date, and this may account 
for some of the improvement in the 
report on collections, as these. would 
constitute technical payment of the 
invoices. 

14 countries show an improvement 
in the collection index, with collections 
from Panama, Porto Rico and Argen- 
tina reported to be generally prompt, 
and collections from Argentina have 
improved sufficiently to indicate a bet- 
ter classification than in the previous 
survey. 

Shipments from Venezuela, Haiti, 
Brazil, Guatemala, Mexico and _ the 
Dominican Republic are classified as 
Fairly Prompt, and collections from 
Brazil have shown improvement. While 
collections from Cuba, Paraguay, Costa 
Rica, Honduras, Peru and Salvador are 
still classified as Slow, there has been a 
gain shown in the liquidation of ac- 
counts generally in these countries, in- 
dicating a better classification than in 
the previous survey. Countries show- 
ing the greatest difficulty on Collections 
are Colombia, Uruguay, Ecuador, Bo- 
livia, Nicaragua and Chile. Remit- 
tances from the latter country are 
practically at a standstill, and the ex- 
change situation in Colombia with cur- 
rent regulations, makes payment from 
this market more difficult. 
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and collections in Latin-America 


Efforts are still under way to bring 
about some plan for alleviating ex- 
change restrictions. The latest pro- 
posal consists of the formation of an 
Edge Law Bank and the organization 
of a clearing house between exporters 
and importers which would operate as a 
part of this bank to provide for the 
transfer of dollar balances without go- 
ing through the exchange market. 
There are many practical details still 
to be worked out in the application of 
any of these plans, but it is encouraging 
to know that something concrete has 
been brought forward for the benefit 
of all those interested in exports, and 
it is hoped that through the coopera- 
tion of all concerned a practical, work- 
able plan will ultimately be evolved for 
the solution of these most serious ex- 
change difficulties. 


Readers of CREDIT AND FINANCIAL 
MANAGEMENT may now place these 
charts together to form a continuous 
graphical record of credit and collec- 
tion indices for the past years. As a 
matter of fact, the first chart in the 
February, 1930, issue carries the survey 
back to September, 1928. 


It may be explained for the benefit 
of those who may not have a record of 
the basis on which these surveys have 
been made, that the credit survey is 
based on reports of Good, Fair and 
Poor, compiled into percentage figures 
of all those reporting, with the results 
indicated in the index figure, using the 
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same basis as that of the previous sur- 
veys for comparative purposes. 


The index of 250 or better covers a 
percentage of not less than 60 percent 
good and 40 percent fair, with the 
classification of “good.” 


The classification of “fairly good”, 
covers the index of 250 to 225 with 
the percentage of 25 percent good, 75 
percent fair. 


Between the index figures of 225 and 
200, the classification is ‘fair’, with 
a minimum of 100- percent fair. 


For the classification of “‘poor”, the 
index figure is 200 to 175 with a low 
percentage of 75 percent fair, 25 per- 
cent poor. 

Below this, the classification is “very 
poor.” 


In graphing collection conditions, the 
index of 50 percent prompt or fairly 
prompt has been taken as the mean for 
comparison. An index better than 50 
percent prompt or fairly prompt ap- 
pears above the mean line in the graph, 
while a less favorable index runs down- 
ward from the mean position. 


Collection conditions in twenty- 
one Latin-American countries at 
five different periods. The scale 
numbers are based on the percent- 
age of reports of prompt collections 
for each country during each sur- 
vey. 






















What they are at present 





Nation-wide collection and sales conditions 


The outlook for the near future 


MENT offers its regular monthly 
survey of collections and _ sales 
conditions. It is based upon 
reports from large cities throughout 
the country that are trade centers 
for their surrounding areas. The re- 
ports are the results of the daily ex- 
perience of the leading wholesaling and 





Bas AND FINANCIAL MANAGE- 


manufacturing concerns operating from 
these trading centers. The two ques- 
tions “Are people buying?” and “Are 
they paying?” are perhaps the most di- 
rect and immediate reflection of daily 
business conditions in the country. 
These reports have been tabulated so 
that you may see at a glance how con- 
ditions are reported in various cities in 


each state, also what cities report a con 
dition of “Good, Fair or Slow.” At the 
end of this summary you will find valu- 
able explanatory comments that have 
been sent in to CREDIT AND FINANCIAL 
MANAGEMENT. These additional com- 
ments may be pertinent to your inter- 
pretation of collection conditions and 
sales conditions in the cities listed. 
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Austin 


City Collections Sales State City Collections Sales 
| Ariz Phoenix Slow Slow Mich Grand Rapids Fair Fair 
ck Sl Sl 
Ark. Ft. Smith Far Fair a . Slow 
Little Rock Fair Slow 
Minn. Duluth Fai Fai 
Cal. Los Angeles Fair Fair = ead a. a. 
Oakland Slow Slow St. Paul Fair Fair 
San Diego Slow Slow 
San Francisco Slow Slow Mo. Kansas City Slow Slow 
Colo. ee iis iis St. Louis Fair Slow 
Pueblo Fair Fair Mont. Billings Fair Fair 
Great Falls Slow Fair 
Conn. Bridgeport Slow Slow Helena Fair Fair 
New Haven Fair Slow ’ 
Waterbury Slow Slow Neb. — sta Slow 
S Slow 
D.C. Washington Fair Fair Keg “sg ii 
Fla. Jacksonville Slow Slow N. J. Newark Fair Slow 
Tampa Slow Slow N. Y Albany Fair Fair 
Se. Silaiine Beir Fair Binghamton Fair Fair 
Macon Fair Fair — a = 
; i mira air air 
Idaho Boise Fair Fair New York Good Fair 
Til. Peoria Fair Fair Rochester Fair Fair 
Quincy Slow Fair Syracuse Fair Fair 
Springfield Fair Fair Utica Fair Fair 
Ind. Evansville Fair Slow N. C Charlotte Fair Fair 
Ft. Wayne Fair Fair Ohio Cincinnati Slow Slow 
Indianapolis Slow Slow Dayton Slow Slow 
South Bend Slow Slow Toledo Slow Slow 
lowa Terre Haute Fair Fair Youngstown Slow Slow 
Burlington Slow Slow Okla. Oklahoma City Slow Slow 
Cedar Rapids Fair Slow ' 
Davenport Slow Slow Oregon | Portland Fair Fair 
Des Moines Slow Slow Pa. Allentown Fair Fair 
Ottumwa Slow Slow Altoona Slow Slow 
Waterloo Fair Slow Harrisburg Fair Fair 
Kan. Wichita Slow Slow Johnstown Slow Slow 
sae : ; New Castle Slow Slow 
Ky. Louisville Fair Fair Uniontown Slow Slow 
La. New Orleans Slow Slow Wilkes-Barre Slow Fair 
Shreveport Slow Slow R. I. Providence Slow Slow 
Md. Baltimore Fair Fair So. Dak. | Sioux Falls Fair Slow 
Mass. Boston Slow Fair _ Chettance 
t ; : ga Slow Slow 
Springfield Fair Good Knoxville Slow Slow 
Worcester Fair Slow Memphis ines ies 
Mich. Detroit Fair Fair Nashville Slow Fair 
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State City 














State City Collections Sales 
Tex. Dallas Fair Fair Wash. Bellingham Slow Slow 
Fr. Worth Fair Fair Seattle Fair Slow 
Houston Fair Fair Spokane Slow Slow 
Waco Slow Fair Tacoma Fair Fair 
Wichita Falls Fair Fair W. Va. Bluefield Slow Slow 
Charleston Slow Slow 
Utah Salt Lake City Slow Slow Clarksburg Slow Fair 
Parkersburg Slow Slow 
Va. Bristol Fair Fair Wheeling Slow Fair | 
Lynchburg Slow Slow Wis. Fond du Lac Slow Slow | 
Norfolk . Slow Slow Green Bay Slow Slow | 
Richmond Fair Fair Milwaukee Fair Slow | 
Roanoke Fair Slow Oshkosh Slow Slow | 





e Comments on collections and sales conditions « 


ARIZONA: A grave situation is 
developing in the mining camps of 
Phoenix. Several banks and businesses 
have failed and continue to fail. Some 
are “selling out” to the fire insurance 
companies. 

ARKANSAS: Collections and sales 
in Ft. Smith have been accelerated to 
some extent by the movement of straw- 
berries from this territory. The crop 
was abundant and brought 
a fair price. They expect 
a decline, however, during 
June and July. Little 





slow. Much liquidation is taking place 
in this section. 

LOUISIANA: Shreveport reports 
sales and collections are considered by 
some authorities as the slowest experi- 
enced, while in a few isolated cases col- 
lections are reported as exceeding the 
sales. Outide of construction work at 
Barksdale Field the building program is 
going forward on a limited scale. Farm- 


Changes since last month's survey 


ing operations are going ahead in a 
very satisfactory manner, but industrial 


plants are still operating on a reduced 
basis. 


MASSACHUSETTS: Boston’s_na- 
tional distributor reports sales and. col- 
lections good. Springfield reports the 
following: “A better feeling exists all 
around. It is felt that business has 
turned the corner. People are decided- 
ly optimistic compared 
with a few months ago.” 

MICHIGAN: Detroit 
informs us that people are 


Rock furnishes us with State City Collections Sales 
the following Fepect: Arkansas Little Rock Fair to Slow 
“There is being paid into California San Diego Fair to Slow Fair to Slow 
two counties just north- San Francisco Fair to Slow 
east of Little Rock around Connecticut New Haven Slow to Fair 
$1,250,000 for 1500 car- Florida Tampa Fair to Slow Good to Slow 
loads of strawberries. This Illinois Peoria Slow to Fair Slow to Fair 
covers a strip about 15 Quincy Fair to Slow 
miles wide and 75 miles Indiana South Bend Fair to Slow Fair to Slow 
: . Towa Cedar Rapids Fair to Slow 
long. Prosperity has P lain- Ottumwa Fair to Slow Fair to Slow 
ly turned the corner for Kansas Wichita Fair to Slow Fair to Slow 
that section.” Louisiana New Orleans Fair to Slow 
CALIFORNIA: Col- Massachusetts Boston Fair to Slow 
lections and sales have Springfield Slow to Fair 
slowed up somewhat in Michigan Detroit Slow to Fair 
San Diego. San Francisco Flint Fair to Slow ; 
reports collections slow Grand Rapids Slow to Fair Slow to Pais 
wish -« slight improve- Minnesota Duluth Slow to Fair 
‘ Minneapolis Fair to Slow 
ment in sales. St. Paul Slow to Fair 
CONNECTI- Missouri St. Louis Slow to Fair 
CUT: Waterbury reports a Montana Billings Slow to Fair Slow to Fair 
continued reduction in la- Great Falls Slow to Fair 
bor hours and percentage Helena Slow to Fair ; 
cuts in salaries of execu- Nebraska Omaha Fair to Slow Fair to Slow 
tives and office employees New York New York Fair to Good a 
be ofl eteisfantincins Ohio Cincinnati Fair to Slow 
F e Pennsylvania Allentown Slow to Fair Slow to Fair 
FLORIDA: Collections Harrisburg Slow to Fair 
in Jacksonville are slow So. Dakota Sioux Falls Slow to Fair 
and sales have dropped off Texas Fort Worth Good to Fair Slow to Fair 
25% over the same period Virginia Norfolk Fair to Slow Pair to Slow 
last year. West Virginia Charleston Fair to Slow 
Parkersburg Fair to Slow 
IOWA: Des Moines re- Wheeling ier eis ie 
ports collections and sales Wisconsin Milwaukee Slow to Fair 


really trying to pay and 
there thas been a noticeable 
improvement in collec- 
tions. Sales have picked 
up somewhat and the out- 
look is a little brighter. 


MINNESOTA: Collec- 
tions in Minneapolis con- 
tinue slow. With the ex- 
ception of firms selling 
food products and necessi- 
ties, the returns indicate 
that sales in the trade 
market are still rated slow. 
Conditions generally show 
a tendency toward gradual 
improvement. The splen- 
did moisture condition in 
St. Paul continues to have 
a psychological effect and 
there is a noticeable im- 
provement in most lines, 
especially in clothing, bed- 
ding, and, to some extent, 
in general merchandise. 
Both sales and collections 
show improvement. 


OHIO: A committee 
in Dayton now working 
on the reopening of the 
Union Trust Company an- 
ticipates the reopening of 
the bank (Cont. on p. 37) 
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“This month's collection letter” 


Smith & Company, 
Pittsburgh, Pa. 
Dear Friends:— 

E 


A 


Springs and Mattresses. 


Y our customers 
the comfort and quality 


know 
of the famous Sealy 


We feel confident that the profits derived from 
following this advice will enable you to send us 
your check for our January invoice in amount 


$50.00. 


We, in turn, will do our part toward reviving 
prosperity by putting your remittance back into 


circulation. 


Yours for Better Business, 
SEALY MATTRESS COMPANY 


@ Newspapers use headlines of varying 
sizes, advertisements employ layout and 
illustration, the radio program features 
novelties and authorities. All have one 
basic, fundamental purpose—to attract 
your attention and hold your interest. 
Fortunately for these three media of 
accomplishment, all are accepted as 
such; there is little mental opposition 
or resistance to their appeal. 

Not so with the collection letter. It 
is entirely necessary (unfortunately) 
for the creditor; entirely unnecessary in 
the debtor’s eyes. Hardly anything has 
to break down a resistance such as a 
collection letter encounters. Even sales 
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By ROBERT G. CULP, | 
Credit Manager. 


letters have an easier path for people 
are generally interested in buying; a 
slow payer or a non-payer has little or 
no interest in payment. 

This month’s collection letter has a 
novel set-up that gains interest, adver- 


.tises the product, and has the sugges- 


tion of a sales letter—but attempts to 
spur payment. It is contributed by 
Robert G. Culp, Credit Manager of the 
Sealy Mattress Co. of Pittsburgh, Pa., 
and takes worthy rank with the best 
letters in our series. 


A complete series of individual num- 


We present our regular "this 
month's collection letter". It 
is unique and effective and an 
example of good collection 
letter thinking. 


What the country needs is 
more good collection letters. 
Their importance in helping 
pull business out of a depres- 
sion and then keeping it out is 
greatly underestimated. There 
is no short cut to profits as 
certain as collection letters 
that do their job. 


Send us your best and favor- 


ite collection letter for our 


"collection of collection let- 
ters" which we are gathering 
for readers of CREDIT 
and FINANCIAL MANAGE- 
MENT. 


bers of the collection letters which 
have appeared in CREDIT AND FINAN- 
CIAL MANAGEMENT is available upon 
application to Miss Mary V. Larkin, 
Manager, Collection Letter Depart- 
ment, CREDIT AND FINANCIAL MAN- 
AGEMENT, One Park Avenue, New 
York. 


JULY, 1932 
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Burroughs 


can assist in handling 
Accounting Problems 


arising from the new 


FEDERAL TAX LAW 


@ The Burroughs field force is prepared to render 
assistance in determining the minimum changes 
necessary in accounting routine or equipment to 
handle whatever additional work may be required. 
@ For those whose accounting is seriously affected, 
real economies are possible through the use of 
Burroughs machines and features recently designed 


to meet the problems created by this law. 


A telephone call or a wire to our nearest office will bring a 
Burroughs representative with complete information. Or, 
write Burroughs Adding Machine Company, Detroit, Mich. 


Burroughs 


thich 
JAN- 
upon 
rkin, 
part- 
MAN- 
New 
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the new books 


Reviews of the important 
books on business, to aid 
executives whose read- 


ing hours are limited. 
= This month's 
business book 

w 
A PRIMER OF MONEY By Donald G. 

Woodward and Marc A. Rose. 

Whittlesey House, McGraw-Hill 

Company, Inc. N. Y. $2.00. 

Donald Woodward and Marc Rose 
have done a surprising piece of work 
on their new book “A Primer of 
Money”. Any book that sets out to 
tell a simple, basic story of such a com- 
plicated economic factor as money im- 
mediately becomes an object of sus- 
picion to me. So many books have tried 
to do just this and have failed. 

Not since Norman Angell wrote his 
book “The Story of Money” has such 
a fascinating treatise on national and 
international money economy come 
along. In simple, straightforward lan- 
guage the authors take the reader 
through the beginnings of money into 
the formation of monetary standards, 
thence through the development of gold 
standard into our complicated money 
mechanism of today. The authors have 
made no attempt to be pedantic. It is 
apparent that they have written this 
book with the average American busi- 
ness man in mind. This volume gives 
the business man an opportunity to re- 
view in two or three hours the world’s 
past, present and future in terms of 
money. In its 221 pages this volume 
can only hope to give the highlights. 
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This, it does from the viewpoint of the 
practical application of money prin- 
ciples to economic functions. 

Other subjects covered are the Fed- 
eral Reserve System, The Money Mar- 
ket, Politics and Money, Central Bank 
Problems and New Ideas. The volume 
also has a glossary and appendix which 
contain valuable tables and definitions. 


- I suggest that you read the book. It 


will surprise you as much as it did me. 
CHeEsTER H. McCAatt. 


Stabilization analyzed 


ECONOMIC STABILIZATION IN 
AN UNBALANCED WORLD. By 
Alvin H. Hansen. Harcourt, Brace & 
Co., N. Y. 

Hackneyed though the word may be, 
the best descriptive for Alvin H. Han- 
sen’s “Economic Stabilization in an Un- 
balanced World” is “timely”. True 
enough, any volume of opinion or analy- 
sis of the present depression is “timely”. 
But Professor Hansen’s book is worthy 
of more than passing consideration, be- 
cause of its thoroughness, its disinter- 
estedness and its inclusiveness. 

This Professor of Economics at the 
University of Minnesota devotes half of 
his volume to unemployment—causes, 
proposed remedies, unemployment in- 
surance, population growth and stabili- 
zation, and comparative wages and 
standards of living—after a 100-page 
panorama of events leading up to this 
economic tragedy, which now fills the 
world’s stage. 

But it is the latter quarter of the book 
that brings out its especial timeliness. 
Here Professor Hansen presents the case 
for stabilization of our world economy, 
analyzing it as coolly as any judge ever 
could or has. The fine wisdom of his 
thoughts is reflected in such a statement 
as this concerning stabilization possibili- 
ties: 

“Tf cannot here go into the difficult 
problems of the efficacy of discount 
rates and open market operations as con- 
trolled mechanisms. The experience of 
the last ten years is far from reassuring. 
Moreover, even though these methods 
were adequately controlled, what cri- 
teria are available with which we may 
determine the timing and measure of 
required control? Precisely when and 
how should the central banks have acted 
in 1928 and 1929? I do not believe 
that anyone will pretend to be able to 
answer this question.” 

That must not be taken to mean, 
however, that Mr. Hansen is “agin” the 
Federal Reserve policy of aggressive 
open market buying. He isn’t. He ad- 
vocates such a policy to arrest the price 


fall. But that quotation is of vital 
timeliness in a season that sees the ad- 
vocacy of so foolish (though perhaps 
well-meant) a bit of legislation as the 
recent Goldsborough Bill. 

—PavuL Haase. 


How to write 
good letters 


THE ROBERT COLLIER LETTER 
BOOK. McGraw-Hill Book Co., 
N. Y. $5.00. 

Just about the most practical sales- 
letter help ever seen by this reviewer. 
From his 20 years’ experience in selling, 
by mail, “all manner of products from 
coal and coke to ladies’ dresses and men’s 
socks,” Robert Collier selects a few hun- 
dred outstanding letters and tells what 
they accomplished and why. 

The strongest appeals of these letters 
are analyzed, their pulling power and 
paying factors pointed out, and the 
reader is given a few simple methods of 
adapting the same principles to any sales 
letter. By way of contrast, some un- 
successful letters are diagnosed and dis- 
sected. A refreshing lack of theoretical 
rules characterizes this book. Its appeal 
to credit executives will be largely con- 
fined to the short but meaty chapter on 
“Collecting With a Smile,” but any 
company with a product to sell needs 
this volume in its sales or advertising 
library. 

—A. L. Bircn. 


Prophecy, sugar coated, 
at a cent a page 


CHEER UP! BETTER TIMES 
AHEAD. Roger W. Babson. Flem- 
ing H. Revell Company, N. Y. $.60. 
Roger Babson gives us, in a small 58 

page book, basic economic facts sugar- 

coated with “cheer-up” psychology. 

These facts, in his opinion, point 

way to economic recovery. He shows 

how all previous economic disturbances 
have ended with greater prosperity than 
ever before witnessed. 

This small volume challenges Ameti- 
can initiative and the pioneer spirit. No 
other book has given in such condensed 
form the facts set forth in ’Cheer Up”. 

—E. R. M. 


They were standing before a large 
painting entitled “Echo” in an att 
museum. 

“I suppose,” said one man, “it is 
appropriate to depict Echo as a womat, 
because she always has the last word.” 

“On the other hand,” returned the 
second man, “an echo speaks only 


when spoken to.” 
Rochester Commerce. 
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N. A. C. M.'s 
V convention 


(Continued from p. 18) as the conven- 
tion’s pep and song leader, lived up to 
his reputation established at Boston last 
year. The Association owes a debt of 
real thanks to Sandy for the inspiring 
way in which he opened the convention 
sessions with singing. 

Brace Bennitt, with a real problem to 
handle in managing a convention during 
these difficult times, won the commen- 
dation of every one attending the con- 
vention. The mechanics of the con- 
vention, under his direction, functioned 
smoothly and without friction. He did 
a real fine job and the enthusiasm of the 
delegates affirms this statement. 

The Convention wasn’t all work and 
no play. The Detroit entertainment 
committee provided real entertainment 
for the delegates, especially the ladies. 
The Wednesday afternoon outing at 
Bob-Lo Island was enjoyment de-luxe. 
The credit Olympics were enjoyed as 
much by the spectators as by the par- 
ticipants. The baseball championship 
of the Association was won by the 
Secretary-Managers’ team. Movies were 
taken of the field day at Bob-Lo Island 
and projected on the screen at the 
Thursday night entertainment and 
dance. The Orpheus Club of Detroit 
gave a musical recital Tuesday night 
that won the approbation of every one 
in attendance. The ladies were well 
provided for in entertainment, the De- 
troit hostesses doing themselves proud in 
making the ladies’ stay in Detroit mem- 
orable and unforgettable. 

The Detroit Convention goes down in 
Association history as an outstanding 
success. It marks the beginning of a 
new era of development and progress 
for the Association. With both hands— 
we salute Detroit! 


Receivership 
rackets 


From facts coming to the surface in 
various cities it is evident that the re- 
ceivership racket is one of America’s 
major scandals in high places. 

Great sums are finding their way into 
pockets of favored lawyers, cliques 
through connivance of judges in equity 
proceedings; estates are being looted; 
Corporations that might be saved are 
being carved up in fees before the eyes 


ancillaries: 
CREDIT and FINANCIAL MANAGEMENT... . . JULY, 1932 


of the courts; shareholders and cred- 
itors are left impoverished. 


Federal Judge Wilkerson, Hoover 
nominee for the Circuit Court of Ap- 
peals, is accused by Attorney Donald 
Richberg, of the Railway Brotherhoods, 
of being party to receivership abuses in 
Chicago. Total fees granted by him 
in one railroad receivership exceeded 
$2,000,000; salaries allowed equalled 
that of the President of the United 
States. 

“There is a foreclosure ring composed 
of lawyers,” says a bulletin of the Chi- 
cago Bar Association, investigating the 
situation there. 


“There must be fearless investigation. 
The alleged outrageous fees, the alleged 
political receiverships and the alleged 
foreclosure rings must be brought from 
the sunless caverns to the light of day.” 


Obviously, it will not suffice merely 
to pass more laws. The situation calls, 
first, for publicity; next, for drastic 
housecleaning by the American Bar. In 
the final reckoning, honest judges are 
the bulwark of justice. 


New York World-Telegram 


The credit 
v dollar 


(Continued from p.13) fully as though a 
money consideration had been paid. It 
is this simple transaction multiplied in- 
numerable times that exemplifies the 
manner in which four-fifths of the 
goods are transferred from sellers to 
buyers in our present commercial econ- 
omy. 

Let us analyze what has happened in 
these transactions and seek to under- 
stand the motivating influences that led 
the seller to accept and the buyer to 
tender a consideration that wasn’t 
money, but a substitute that we call 
“credit.” Money in the form of a coin 
or a printed note is minted by govern- 
ment and bears its official stamp; credit 
is a promise minted by the individual 
and circulates with more flexibility and 
in a wider way for the exchanges that 
make up modern business. Credit gives 
a vitality to money and it has been so 
unconsciously incorporated into our 
present commerce and looked upon as 
such a usual thing, that people have not 
been led to consider its content and 
reasonable uses. 


Nothing dramatizes so vividly the 
absence of intelligent analysis as the 


terminology that has grown into cus- 
tom for defining the manner in which 
credit operates; it is my claim that the 
undescriptive terms have beclouded the 
mental perceptions of credit and 
brought about in a large measure the 
misuses to which it is so frequently sub- 
jected. The credit transaction is an 
exchange just as much so as the money 
transaction; we would not designate the 
exchange of goods for money as “money 
granting” and it is equally unintelli- 
gent to say that when goods are ex- 
changed for the “Credit Dollar” that it 
is “credit granting.” The transaction 
is simply this, that the seller gives the 
goods or the lender the money and the 
buyer or the borrower gives his credit. 
We can better understand the circula- 
tion of credit and how it affects our 
commercial economy by holding the ex- 
change operation clearly in view and 
placing the two parties to a transaction 
in their proper positions. 

Money is minted under the powers 
granted to government; credit is minted 
by the power of an individual, therefore, 
as a human instrument, the “Credit 
Dollar” deserves the very closest atten- 
tion and a more accurate knowledge, 
than geneally exists today, of what 
there is about it that has made its uses 
so wide and potent in the conduct of 
modern business. When recognizing 
that all depression and economic dis- 
order during the financial history of our 
nation originated in the misuses of 
credit, there is a strangeness to the 
charge that we have given so little time 
to its analysis and to an understanding 
of its relations to business health and 
prosperity. 

There must be something about this 
man-made dollar, that circulates so 
freely, to make it acceptable in the af- 
fecting of exchanges and when break- 
ing this dollar into pieces in the effort 
to discover its real content, we find that 
it reflects certain characteristics and 
possessions of the individual who mints 
it, and the “Credit Dollar” is never in- 
trinsically any better than the one who 
coins it. 

We have designated three elements as 
necessary to’ the minting of a sound 
“Credit Dollar;” the first is the atti- 
tude of the coiner toward debt payment 
or his credit—“Character;” second, the 
ability of the coiner to use the consid- 
eration received in exchange for the 
“Credit Dollar” in such a way that it 
can be redeemed according to agree- 
ment, this is “Capacity;” third, the 
“Capital” owned by the coiner and 
which toughens Character and Capa- 


city, as does the (Continued on p. 31) 
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think 





| wholly disapprove of 
what yeu say and will 
defend to the death 
your right to say it.— 
Voltaire to Helvetius 


Commendable 
service 


Dear Sir: 

One of the first things I turn to when 
I receive the new issue of CREDIT AND 
FINANCIAL MANAGEMENT is. “This 
month’s collection letter.” 

This service is certainly commendable 
and should be of real value to every 
credit man who is interested in develop- 
ing new ways of going after collections. 

I note that a complete series of indi- 
vidual numbers of the collection letters 
which have appeared from time to time 
are available, and I would appreciate it 
greatly if you would send me one of 
these sets. 

Should there be any charge for it 
please send the bill along and you will 
receive my check by return mail. 

Yours very truly, 
M. V. JoHNsTON, 
Gulf Refining Company, 
Pittsburgh, Pa. 
"A soft 


answer—" 
Dear Sir: 

Enclosed is a letter I have used re- 
cently, together with one reply which 
came with the check. 

For this little touch of humor, I was 
indebted to “Punch,” the English pub- 
lication. 
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It is sent with the wish that it will 


help a fellow credit man. 


Yours very truly, 
C. M. Craic, Jr., 
McMaster & Murfin Co. 


Dear Sir: 
This is only the sixth letter about 
the October account amounting to 
$6.50. It reminds us of the golf pro. 
who had been teaching a very inapt 
pupil in the form of a “tired business 
man.” This specimen had dug holes 
all over the green and, at last, broken 
his club when the pro. pronounced the 
-following opinion: “Well, I have 
shown you all I know, and you have 
shown me what I thought was im- 

possible.” 
We did not think it possible to 
write six letters about an account 

amounting to $6.50. 


Here is the answer Mr. Craig received 
from one debtor: 

“Can you really play golf? I under- 
stand the courses are going to reduce the 
fee very much. 

“Well, I believe I has just finished 
going through hell, and trust the future 
has good things for all of us.” 


“turneth away 
wrath" 
Dear Sir: 

If we failed to send you, for insertion 
in an early issue of CREDIT AND FINAN- 
CIAL MANAGEMENT, an answer recently 
received from one of our customers in 
answer to a collection letter, which we 
also show below, we believe that we 
would be depriving many credit men of 
a hearty laugh. 

Our letter read as follows: 

“Since our letter of March 2 in- 
forming you that the January pur- 
chases were due we have had no ad- 
vice that the account was incorrect. 

We take it, therefore, that the for- 
warding of your check, in payment, 
was momentarily overlooked which 
the occasion of this letter will correct, 

Very truly yours, 
The Federal Glass Company, 
Credit Department” 


P. S. Amount $72.68. 


The answer received read as follows: 
Gentlemen: 

“We acknowledge receipt of your let- 
ter of March 14th, and are surprised at 
its tenor. If you do not yet know of 
our method of dealing with accounts we 
will give you an illustration for your 
information. At the end of each month, 
when we see what balance we have at 
the bank, we reserve a certain amount 





of it for our creditors. We write the 
name of each creditor on a slip of paper, 
place it in a hat and draw lots up to the 
stipulated amount. The winning ac- 
counts are then paid. 

We would like to point out that if we 
have any more of your impertinence 
your name will not even be put in the 
hat. 

Very truly yours, 


P. S. We are not the originators of 
the above method of payment, but we 
have adopted it during these hard 
times.” 

Very truly yours, 


The Federal Glass Company, 
E. W. Hitman, 
Treasurer. 


Approval 
Dear Sir: 


I just thought you would be inter- 
ested in reviewing a paragraph taken 
from a letter written by Mr. H. E. 
Reynolds, of Dunning & Dunning Co., 
Insurance Agents at Duluth, Minn., 
which is as follows: 


“I wish to extend my congratulations 
on an article that was published in the 
CREDIT magazine of April, 1932. This 
certainly is a well-written appeal and 
should reach a lot of people, thereby 
bringing about a much better influ- 
ence.” 

Sincerely yours, 


T. ALFRED FLEMING, 
Supervisor, 
Conservation Department, 
The National Board of Fire Under- 


writers. 


Exit, the 


specialist 
Dear Sir: 


I have read with much interest the 
article “Insurance Chemistry” in the 
February number of your magazine. 
In writing this article the author ob- 
viously had chiefly in mind the making 
of a place in the sun for his own par- 
ticular business. 


No doubt specialization has its ad- 
vantages but it also unhappily has the 
effect of multiplying costs and too, a 
lot of “specialized” effort is just an- 
other form of “chiseling”. 


I have had the opportunity of going 
over the reports of some of these in- 
surance auditing firms. I have never 
seen one yet that was as intelligently 
and comprehensively gotten up as could 
have been done by a competent agency 
or brokerage office, for as a rule the 
agent or broker, being constantly in 
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contact with company forms, company 
changes, rate modifications, the study 
of hazards, etc,, is in a better position 
to make a competent analysis of a con- 
cern’s insurance than a person who has 
no such contacts; and the broker or 
agent will do his work for the good will 
he creates, somewhat more altruistically 
than this author would have you be- 
lieve, whereas the specialist usually gets 
a good round fee. 


And, speaking of competency, no 
efficient agent or broker would have told 
the New York manufacturer of toys 
(second paragraph, column 3, page 15) 
that all of his insurance policies were 
void because he had installed a lacquer- 
ing process, for there is not the slight- 
est doubt in my mind but what the 
form used on this manufacturer’s poli- 
cies contained the customary “works 
and materials” clause permitting the 
manufacturer to use any process neces- 
sary in the operation of his business. 
The fact that the installation of such a 
process might have tended to increase 
the assured’s rate would not, as is well 
known, have invalidated his policies 
though evidently the alarmed manu- 
facturer was made to think so. 


I dare say we shall witness during the 
next decade a considerable abandonment 
of much of this sort of duplication of 
effort and consequent. useless cost that 
has been so observable heretofore and 
the “Insurance Analyst” is likely to pass 
out along with some of the other spe- 
cialists. 


Yours very truly, 
EUGENE WHITTINGTON, 
Eugene Whittington & Company. 


Working credit 


\ means working men 


(Continued. from p. 12) jams the flow of 
logs to the millstreams of current credit 
needs. All of these are problems that 
are the natural results of an economic 
crisis. They are credit problems of 
serious import. 


If we could save even a small pro- 
portion of the vast wastes that are 
poured into the great American ash can 
each year, it would easily spell the dif- 
ference between prosperity and depres- 
sion. It is a conservative estimate to 
attribute to traceable facts billions of 
dollars in economic wastes in this coun- 
try annually. Our annual fire losses 
reach the staggering sum of $500,000,- 
000. It is estimated that the financial 
loss through frauds approximates $3,- 
860,000,000. Of this sum, over $1,- 


000,000,000 is accounted for by tax 
and insurance frauds. Credit frauds, 
without taking into consideration bank- 
ruptcy liabilities, exceed $400,000,000. 
The bankruptcy losses of this country 
reach the tremendous total of $1,000,- 
000,000 annually, and at least 25% 
of these losses are recoverable. 


Bankruptcy is largely a commercial 
credit problem and the National Asso- 
ciation of Credit Men is particularly 
concerned with its administration. We 
have in our organization the finest 
equipment and the best facilities that 
have ever been gathered together for 
the purpose of administering the estates 
of-distressed debtors. The returns from 
our liquidations have been many-fold 
those received in bankruptcies. The 
returns in bankruptcies, when they have 
been subject to our administration, have 
been double those received from other 
administrations. We have 78 organi- 
zations located throughout the United 
States who are in a position to handle 
these liquidations in the most econom- 
ical and efficient manner. There isn’t 
a finer trained personnel in this line of 
work to be found anywhere in the 
world. If business is willing to absorb 
the millions and millions of dollars of 
bad debt losses when they might care- 
fully avoid this by transferring their 
accounts once they become distressed, to 
our own Bureaus, then surely business 
is deserving of no further consideration. 


The credit 
N dollar 


(Cont. fr. p. 29) alloy toughen the metal 
in a gold coin. 

The exchange affected by the “Credit 
Dollar” is not complete until the ac- 
cepted promise is redeemed in real value; 
it is this liquidation feature that gives 
to the credit transaction its real danger 
and suggests a technique in the handling 
of credit exchanges so that this invisible 
currency will flow with ease and keep 
business on an even keel. In our mod- 
ern commercial methods, using credit 
as a mere utility and without intelligent 
control has led the situation where the 
credit used in exchanges gets out of 
proportion to capital and there results 
inflation with its eventual serious and 
sometimes tragic reactions. 


To illustrate the ease with which 
“Credit Dollars” can be overcoined in 
exchanges we need but refer to 1921 
and 1929, when inflation levitated prices 
in certain commodities to an unstable 
height and crushes resulted with ensu- 


ing depressions. The credit pendulum 
through lack of control swings usually 
in too wide an arc; we pass from in- 
flations into deflations, from unhealthy 
exhilaration into unhealthy depressions, 
and though it is like a mystic problem 
to solve how these things happen and 
apply the proper remedies, yet it is be- 
yond dispute, in my opinion, that a 
deeper knowledge.of the “Credit Dol- 
lar,” its real content and its intelligent 
control would save these expensive up- 
ward and downward swings. 


We know that the broadened circula- 
tion of credit has given a vitality to 
money and to capital that could not 
have been brought about by any other 
medium, and having demonstrated the 
necessities of credit in an expanding 
commerce, is it not wise for us, and 
especially in the present disordered and 
distressing situation, to consider with 
real seriousness how the “‘Credit Dollar” 
should be associated with capital and 
the money dollar in such a way that 
stability may be insured? 

It is possible to do this and I offer 
the thesis that in our business structure 
as a whole and through its individual 
units, credit and capital must be in 
proper proportions; whenever transfers 
affected by “Credit Dollars” get out of 
bounds, usually through speculation, be- 
coming disproportionate to capital and 
levitating prices beyond their natural 
range, then heroic and concerted efforts 
should be made to stop the credit flow 
and prevent its uses for unwise and il- 
legitimate purposes. In the individual 
business unit, when the borrowed capi- 
tal represented by credit and the in- 
vested capital are not in proportion, 
then disorders can be looked for sooner 
or later. 


Within the scope of this brief pre- 
sentation, all of the angles bearing upon 
the subject of “The Credit Dollar— 
What it Is and What it Does” cannot 
be offered but I hope sufficient has been 
said to quicken the interest and the 
desire to know more about this human 
medium, upon which rest the stability 
of business and the happiness of our 
entire people. Unless the users of cred- 
it; that is, those who coin and those 
who receive the “Credit Dollar” in ex- 
changes, learn more about the operation 
and appreciate that it is governed by 
natural laws just as inexorable as the 
laws of the universe, we will keep on 
making blunders and subjecting busi- 
ness to distressing periods. What we are 
now passing through could undoubtedly 
have been avoided if these laws had been 
respected. 
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The new era in 
credit procedure 


by ARTHUR S. BURTON 


When the commercial banks cur- 
tailed loans to their depositors, be- 
Md cause of the depression and falling 
values of collateral, a serious situa- 
tion was created so far as advancing 
credit to the smaller manufacturers and 
particularly to retail stores was con- 
cerned. Merchandise had to be pur- 
chased on credit terms by companies 
which formerly had a reputation for 
discounting their accounts payable. In- 
deed some of the retail stores found 
themselves on the verge of bankruptcy 
on account of frozen capital in the form 
of inventory which would not move fast 
enough, in a great many cases, to take 
care of the overhead expense, much less 
to pay accounts on time. This condition 
has placed a responsibility on the credit 
man and he has become a most impor- 
tant factor in the executive organiza- 
tion. While it is true that the sales 
manager is always looking for volume, 
it must be pointed out that $100,000 in 
sales lost through bad debts where the 
gross margin of profit is 30 per cent. 
means not only a loss of $70,000 to the 
concern, but in order to make up this 
loss it would be necessary to stimulate 
extra sales to the extent of over a quar- 
ter of a million dollars. These figures 
are startling to say the least, but they 
are true. The “reserve for bad debts” 
is not the remedy. Careful investiga- 
tion of the financial standing of the cus- 
tomer is the only preventive. 


Statistics show that 75 per cent. of 
the bankruptcies or forced liquidations 
in retail business are due to lack of prop- 
er accounting methods. It is alarming 
to note how manufacturers and jobbers 
will extend thousands of dollars in 
credit only to find that the debtor him- 
self does not know what is his actual 
per cent. of gross profit or what are his 
overhead costs a month when financial 
distress occurs. 


When a bank lends a retailer $1,000 
a signed, sworn financial statement is de- 
manded, yet business houses will extend 
$10,000 credit without any such docu- 
ment. If the business house extending 
credit would demand proper records to 
be kept and submitted periodically a 
great many of the shoe-string invest- 
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ment retailers would be forced out of 
business and bankruptcy losses would 
drop tremendously. There are also other 
advantages in weeding out cut-throat 
price cutting, etc. A butcher shop 
opened for business about four years 
ago. The owner had a cash investment 
of about $6,000. After two years of 
operation the business became large 
enough to employ two extra butchers. 
The head man saved a little money and 
in time got the idea that he could open 
a store of his own around the corner, 
which he eventually did, with the hope 
of drawing a good percentage of the 
customers to him. He had $1,500 of 
his own and in order to open his store 
he had to borrow $3,500 from his rela- 
tives and friends. After nine months 
of operation both stores failed. In this 
particular case the only large creditors 
were the fixture and equipment houses, 
as meat had to be paid for in cash upon 
delivery, but had it been a merchandise 
enterprise it is safe to assume that there 
would be a majority in both volume and 
number of creditors for salable goods 
sold and delivered. This particular fail- 
ure could have been avoided if the 
equipment credit man had realized that 
the opening of another butcher shop so 
near to the first one would result in 
failure to one or both. In a case of this 
kind he should have demanded cash 
down for his fixtures. 

It is gratifying to learn that at last 
some of the executives in the large busi- 
ness enterprises of this country have 
reached the conclusion that cooperation 
with the retailer in sound business prin- 
ciples so far as accounting is concerned 
will overcome a great many failures and 
make better business men of the retailers. 
It may be stated that the average retail 
man looks on bookkeeping as a useless 
expenditure and it is only when he learns 
what it can do for him by keeping him 
in touch, daily, with his condition that 
he realizes the necessity of accurate 
records. 

One of the largest manufacturers of a 
nationally known product maintains a 
special department, at a cost of about 
$25,000 a year, whose chief function it 
is to look into the affairs of its debtors 
who have become delinquent in pay- 
ments. When an account gets beyond a 
point where the credit man can obtain 


results it is turned over to this depart- 
ment. An experienced man is sent to 
the debtor with full powers to act for 
the firm. First he goes in the spirit of 
coéperation and induces the debtor to 
give him all the facts as to the condition 
of his business and why he can not meet 
his payments, and asks to see his books 
and records. Usually there are no books 
of accounts whereby a complete analy- 
sis of past performances can be made 
readily, but a man fitted for this type of 
investigation knows that he can gather 
enough information from such records 
as the cheque book, sales record, etc., to 
make a fairly close analysis of what has 
taken place. The accounts receivable 
are segregated and aged and the infor- 
mation thus obtained forms a basis of a 
cash receipt budget. The accounts pay- 
able are analyzed in a similar manner 
and this forms a basis of payment policy. 
When sufficient information is gathered 
to allow of it, a complete outline of pol- 
icy is suggested. 

To illustrate, the following condition 

existed at December 1, 1931. 

Accounts Receivable, 325 accounts, 
highest balance $381, smallest $15, 
total $6,500: 
$2,200—2 years old—doubtful 

500—1 year old, 50% collec- 
tible 
1,000—6 to 9 months old— 
good 
600—3 to 5 months old— 
good 
1,000—2 months old—good 
1,200—for month of Novem- 
ber 


$6,500 Total 


_ 


Accounts Payable, 5§ accounts, total 
$5,000: 
20 accounts $25 or less 
15 ” $25 to 50 
5 Pe $50 to $100 
8 - $100 to $300 
5 - $300 to $500 
2 - Over $1,000 
Aged as follows: 
$1,000—6 months or over 
500—5 1 
900—4 
800—3 
1,000—2 
800—1 


$5,000 Total 


————— 


The cash sales showed an average of 
$750 a month, with an average collec- 
tion of $1,300 on accounts receivable. 
From the foregoing facts a collecting 
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and paying budget can be outlined. 
From facts of this description the in- 
vestigator can outline and install a 
bookkeeping system and set up an ex- 
pense-budget policy. Employees can be 
instructed how to keep the books to the 
point of taking a trial balance each 
month. This balance should be sent to 
the special service department of the 
creditor who works out a balance-sheet 
and earning statement, checking the lat- 
ter with the budget set-up. In this way 
the retailer gets first class advice and 
the creditor concern is placed in a posi- 
tion where its investment can be 
watched and safeguarded. Of course, 
if the concern is insolvent and hopeless, 
the usual procedure is followed to ensure 
the highest possible return for the cred- 
itors. It is claimed that the particular 
concern which furnishes this service 
saves over $100,000 a year in bad debts 
and at the same time stimulates about 
$250,000 in sales which would otherwise 
be lost through forced liquidation or 
bankruptcy. 

To point out the great need for ser- 
vice of this kind by concerns which ex- 
tend large amounts of credit to the 
smaller concerns, one of the recent fail- 
ures in New York may be cited. 

The debtor’s books showed: 


Assets 
PESOS ot Ne ele $ 500 
Accounts receivable .. 56,000 
ere 150,000 
Real estate.......... 120,000 


Fixtures and equipment 50,000 

$376,500 

Liabilities 

Bank loans $125,000 
Accounts payable 115,000 
Mortgages . 60,000 
I Fe needs pens 76,500 

$376,500 


Three banks were involved and two 
of them held securities on the real estate 
for their loans. The other bank called 
its loan, which caused an assignment to 
be made for the benefit of creditors. It 
was found that no physical inventory 
had been taken for years and when it 
was obtained it showed $90,000, in- 
stead of $150,000 as shown by the 
books. The accounts receivable were 
only about 60 per cent. collectible, and 
the equity in the real estate had shrunk 
to such an extent that it was valueless. 
The owner of this business was honest 
and had always enjoyed a good reputa- 
tion. Some of the leading manufactur- 
ers in this country filed proofs of debt 


to the extent of $10,000, $15,000 and 
even $25,000; but he did not know the 
value of accurate accounting procedure 
or he would not have been obliged to 
have his business liquidated, paying the 
creditors .23'/4 cents on the dollar. 
The cases cited are actual except that 
the figures used are fictitious but are in 
proportion to the amounts involved. 
Reprinted from The 
Journal of Accountancy. 


As toa 
set-off 
V) 


If the maker of a note is solvent the 
indorser may not set off his deposit in 
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How Mueh 
on the Dollar 
Do You Get from 
Bankrupts? 


Statistics show that in most bankruptcies, 
offers are made to compromise at 10 to 20 
cents on the dollar. Whena policyholder of 


Ameriean Credit Insurance 


is confronted with such a low offer, and turns the 
case over to us, we seldom fail to raise the original 
In other words, we get right at the real 
facts and compel the debtor to pay every dollar 
that he can afford to pay. 


Every Manufacturer and Jobber needs this kind 
of Service—service which is able to prevent frauds, 
and which delves quickly and efficiently, right into 
the very heart of a bankruptcy case. We are able 
to render such a comprehensive service, because 
the head of every one of our branch Collection 
Offices is a bankruptcy expert skilled in the legal 
intricacies as well as the wiles of bankrupts. 
he is a highly efficient executive in regular collec- 
Let us give you the full details. 


CThe AMERICAN 


CREDIT~- INDEMNITY Co. 


Offices in All Leading Cities 

Chicago, 

San Francisco, Philadelphia, Baltimore, Detroit, 
Atlanta, Milwaukee, etc. 

In Canada—Toronto, Montreal, etc. 


a defunct bank against the note. In so 
deciding an issue arising in litigation 
over the Bank of United States the 
Court of Appeals said that this rule 
had never been questioned by any court 
in New York. Judge Hubbs said: 
“To allow an indorser to set off 
his deposit when the maker is sol- 
vent and able to indemnify the in- 
dorser, as in this case, would en- 
able the indorser to collect the full 
amount unpaid on the note from 
the maker, and at the same time 
receive a larger amount of his de- 
posit than other depositors. Such 


a result would be inequitable.” 
N. Y. Sun. 
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J. F.M* FADDEN, eassipant 


Cleveland, Boston, 

























































Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity'’s close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


Fire coverage in 
new sales note 

For the first time, it is believed, the 
matter of fire insurance protection on 
goods bought by the customer, but still 
in the mill warehouse, is fully covered 
in the sales note says the Daily News 
Record. It is conceded by the seller that 
the customer is definitely entitled to this 
fire insurance protection while the goods 
are still in the mill warehouse. It is fur- 
ther recognized that this protection 
should extend even when the goods have 
been shipped to the finishing plant, as 
indicated in this recommended uniform 
sales note: “Whether located in mills’ 
warehouses or elsewhere.” On the other 
hand, the mill is protected in that the 
sales note states the customer can ex- 
pect adjustment only pro rata out of 
the insurance received by the mill. 

Recommendation is being made to the 
commission houses that they establish 
themselves, on their own sales notes, and 
also on the broker’s sales notes—as 
agents, rather than as principals. This 
step was taken, because out of the 29 
sales notes examined, 21 specifically des- 
ignated the seller as “agent”—whereas 
in the other eight, the signature was that 
as “principal.” The case of T. A. Shaw 
& Co. is cited to make clear the differ- 
ence in responsibility, for the agent, as 
compared with the principal. 

It is also advised that commission 
houses should require the signature of a 
customer, particularly with reference to 
goods sold for forward delivery. ‘The 


foundation of a satisfactory transaction 
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is an order carefully and accurately 
made out and signed by both buyer and 
seller. If this ideal is faithfully pursued, 
there will be fewer misunderstandings, 
fewer arbitrations, fewer law suits, and 
fewer losses.” 


Aetna's brochure 
on auto rates 


“Here are the FACTS” is the title 
of a booklet recently issued by the 
Aetna Affiliated Companies, the purpose 
ot which is to explain the fundamental 
reasons for the new automobile prop- 
erty damage and liability rates. 

The booklet is strikingly illustrated 
with silhouettes and graphs and shows 
with great clarity the need for an awak- 
ened consciousness on the part of the 
public in the matter of careful driving. 


Day in, 
Day out 

Every 5S minutes more than $4,400 
property loss from fire. 

Every 10 minutes more than 57 in- 
dustrial injuries. 

Every 15 minutes more than 25 peo- 
ple injured by automobiles. 

Every 20 minutes more than 14 
dwelling house fires. 

Every 25 minutes more than 8 chil- 
dren injured by automobiles. 

Every 30 minutes more than 5 people 
killed accidentally. 

Every 35. minutes more than 1 child 
killed accidentally. 

Every 40 minutes more than 1 person 
killed by falling. 

Every 45 minutes more than 2 people 
killed by automobiles. 

Every 50 minutes more than 2 people 
killed in industrial accidents. 

Every $5 minutes more than 1 pedes- 
trian killed by automobile. 

Every 60 minutes more than 1 life 
lost through fire.—Aetna-izer. 


Federal Union 
adds to funds 


Announcement is made by President 
Harold Warner of the Federal Union 
Insurance Company, who is also United 
States Fire Manager for the “Royal- 
Liverpool” Groups, that the funds of 
the Federal Union have been augmented 
by $500,000, thus increasing its Assets 
to nearly $3,000,000 and providing a 
surplus to policyholders in excess of 
$1,600,000, based on market values as 
of December 31 last. 


Triple-proof 


Irvin $. Cobb showed a keen insight 
to the best advantages of life insurance 
trusts when he indorsed such investment 


by saying that he wanted to leave his 
accumulated assets “fool-proof, friend- 
proof and promoter-proof,” says the 
Spectator. Any one of these agencies 
can quickly dissipate a fortune. It is 
safe from all three in properly planned 
life insurance. 


Fire insurance 
cost sets low 


The cost of fire insurance protection 
averaged 81 cents a $100 through the 
United States, the lowest in history, ac- 
cording to statistics compiled by “The 
Weekly Underwriter.” The cost for 
1931 is § cents less a $100 than this 
commodity cost in 1930 and is 8 cents 
a $100 lower than in 1929. The aver- 
age rate of premiums for the entire 
thirty-one years from 1900 to 1931, in- 
clusive, was $1 a $100 and during this 
period the highest average rate of prem- 
iums was during the decade 1900 to 
1909, inclusive, when it was $1.15 a 
$100. 

The actual amount of losses paid by 
all the stock fire insurance companies 
in every state in the union was $319,- 
411,559. The premiums received in 
1931 were $539,340,916, insuring val- 
ues to the extent of $66,901,038,761. 
The loss payments of 1930 were con- 
siderably higher, $346,110,887, but 
were offset by a much larger premium 
income of $609,039,337, insuring rir*- 
to the extent of $70,997,367,69$. 


Syracuse campaign 
against incendiarism 

For the last few months fires of an 
incendiary origin have increased to such 
an alarming degree in Syracuse, N. Y., 
which community except for isolated 
cases has heretofore been particularly 
free from this menace, that company 
men, local agents, city officials, as well 
as representatives of the National Board 
of Fire Underwriters have organized all 
available forces at their command in an 
intensive campaign to clean up promptly 
what promises to become a serious situa- 
tion. It is the purpose of this campaign 
to give due notice to the arson-minded 
that Syracuse is going to be an un- 
healthy place for them to operate in. 


Limiting rights 
of creditors 

Another case further emphasizing the 
value of Section 55A of the New York 
State insurance law to business has 
been decided in the state’s courts. It 
appears from this decision that the 
rights of ‘creditors whose claims existed 
before March, 1927, when the law be- 
came effective, are limited to the 
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amount of values in the policy on that 
date and not to subsequently created 
values, according to the Eastern Under- 
writer, 

This case, Wittman vs. Littlefield, 
having to do with the disability benefits 
under a life policy, was decided by the 
Supreme Court of New York County 
on March 4, 1932, and affirmed by the 
Appellate Division on May 7. The 
creditor tried to reach a monthly in- 
come of $500 paid to a permanently 
disabled insured and the court held that 
the beneficiary was entitled to the 
moneys paid by the insurance company 
and that creditors could not disturb 
them. This decision was brought to 
the attention of life insurance men re- 
cently by Albert Hirst, counsel of the 
New York State Association of Life 
Underwriters, when he addressed the 
association’s sales congress in Buffalo. 
Mr. Hirst assisted counsel for defend- 
ants in their handling of the case. 


The court record of this case shows 
that Hugo Wittman tried to collect the 
disability benefits being paid on New 
York Life insurance policies to Henry 
W. Littlefield, also known as Harry 
W. Littlefield, and Margaret C. Little- 
field, because of a debt incurred by the 
insured several years before the crea- 
tion of Section 55A. He took action 
against both the assured and the insur- 
ance company. As no cash values were 
yet available under the policies Witt- 
man could only attempt to reach the 
moneys being paid to the insured in 
disability benefits. 

In 1928, Littlefield assigned the dis- 
ability income payments to his wife, 
Margaret C. Littlefield, and an action 
was brought by Wittman to set aside 
this assignment. The defense argued 
that as long as the disability benefits 
are exempt under Section 55 A, it makes 
no difference whether the assignment is 
fraudulent or not as long as the prop- 
erty couldn’t be taken anyway. The 
plaintiff held that for two reasons he 
was entitled to receive the disability in- 
come in payment toward the indebted- 
ness of the insured: first, the indebted- 
ness had been incurred before the pass- 
ing of the insurance law in 1927; and 
second, there are two separate contracts 
in a life insurance policy, life insurance 
in favor of a beneficiary, and disability 
in favor of the insured. The plaintiff 
further held that Section 55A might 
apply to beneficiary payments but not 
to those paid the insured himself. 

The case finally came up before Judge 
McCook of the Supreme Court of New 
York County, who held that the de- 
fense was good and that disability ben- 


efit exemption was included under See- 
tion 55A. The Appellate Division af- 
firmed t'sis ruling without any opinion. 


Pro and con 
on arson 


Assertion that more than 50% of 
the fire losses thus far in 1932 were 
due to incendiarism was made by 
Horatio Bond, engineer of the National 
Fire Protection Association, at the an- 
nual meeting of the N. F. P. A. 

Chief Fire Marshal Thomas F. Bro- 
phy of New York, called the statement, 
that 50% of the 1932 fire losses were 
incendiary, extravagant. He said that 
incendiarism in New York City had not 
increased materially since 1929. 


New York City 


fire loss down 


Fire losses in New York City last 
year totaled $15,363,020, a decrease of 
$2,753,285 from the figure for 1930, 
Fire Commissioner John T. Dorman 
said in his annual report, submitted to 
Mayor Walker, the Eastern Underwriter 
states. 

The report asserted that the Fire De- 
partment “has never been more effi- 
cient” than at present. It pointed out 
that 92% of the 30,994 fires in the city 
last year were confined to the point of 
origin; that the per capita loss was 
$2.17, which was 44 cents less per cap- 
ita than in 1930, and that 18,002 fires, 
or 58%, were extinguished so expedi- 
tiously that the loss was less than $10 
a fire. Actual fires numbered 30,994, 
a decrease of 397 from the previous 
year. The department used 75,297,- 
180 gallons of fresh and salt water, or 
36,423,125 less than the volume used 
in 1930. The report said this accounted 
partly for the reduced losses. 


Insurance is 
"Federal Reserve" 


John J. King, president of the 
Hooper-Holmes: Bureau and who is one 
of the best informed men in his field, 
made a feature of aviation hazards in 
an address which he made recently en- 
titled “Serious Underwriting Problems” 
before the Home Office Life Under- 
writers Association in Philadelphia. 

Terming ipsurance protection as the 
“Federal Reserve System” of the busi- 
ness world and emphasizing that it has 
come to occupy a place very close to 
the base of the economic structure, Mr. 
King then told how certain hazards 
arise which seem at first almost unin- 
surable. They sometimes entail wide- 
spread exposure, hé said, and have such 
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a great apparent loss frequency that the 
field of insurance under which they fall 
is constrained to consider them only 
with the utmost reluctance. In this 
connection it was interesting to hear 
Mr. King speak of the serious thought 
which the companies gave to the bi- 
cycle hazard back in the 1890’s. 


I thought your secretary was blonde. 
She was, but she’s gone off the gold 
standard. 
—London Passing Show. 


Dad, what is bankruptcy? 
Bankruptcy, my son, is when a man 
puts his money in his trousers pocket 
and lets his creditors take his coat. 
—Exchange. 


When people fight for the privilege 
of buying, resist the temptation to 
spend. 

—WILLIAM FEATHER. 


You can’t go far wrong if you pay 
strict attention to your own job and 
invest your surplus in life insurance. 

, —WILLIAM FEATHER. 


JOHN HANCOCK SERI 


PARTNERSHIP 
CREDIT 


NASMUCH as the death of a 
partner automatically dis- 
solvesa partnership, creditorscan 
force their claims for settlement 
at once. When it is remembered 
that any partner is liable for all 
the debts of the partnership, it 
can be readily seen that a 
partner’s dependents are vitally 
affected by such an occurrence. 


Business Life Insurance can 
be carried by the firm for the 
reinforcement of credit against 
such a situation. For further 
information regarding its uses 
address :— 


LiFe INSURANCE COMPANY 


oF BosTOn, MASSACHUSETTS. 
197 Clarendon St. Boston, Mass. 


Please send information on partnership 
credit. 


c.M, 
OVER SIXTY-NINE YEARS IN BUSIN, 


































































Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


Fire coverage in 
new sales note 

For the first time, it is believed, the 
matter of fire insurance protection on 
goods bought by the customer, but still 
in the mill warehouse, is fully covered 
in the sales note says the Daily News 
Record. It is conceded by the seller that 
the customer is definitely entitled to this 
fire insurance protection while the goods 
are still in the mill warehouse. It is fur- 
ther recognized that this protection 
should extend even when the goods have 
been shipped to the finishing plant, as 
indicated in this recommended uniform 
sales note: “Whether located in mills’ 
warehouses or elsewhere.” On the other 
hand, the mill is protected in that the 
sales note states the customer can ex- 
pect adjustment only pro rata out of 
the insurance received by the mill. 

Recommendation is being made to the 
commission houses that they establish 
themselves, on their own sales notes, and 
also on the broker’s sales notes—as 
agents, rather than as principals. This 
step was taken, because out of the 29 
sales notes examined, 21 specifically des- 
ignated the seller as “agent”—whereas 
in the other eight, the signature was that 
as “principal.” The case of T. A. Shaw 
& Co. is cited to make clear the differ- 
ence in responsibility, for the agent, as 
compared with the principal. 

It is also advised that commission 
houses should require the signature of a 
customer, particularly with reference to 
goods sold for forward delivery. ‘The 


foundation of a satisfactory transaction 
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is an order carefully and accurately 
made out and signed by both buyer and 
seller. If this ideal is faithfully pursued, 
there will be fewer misunderstandings, 
fewer arbitrations, fewer law suits, and 
fewer losses.” 


Aetna's brochure 
on auto rates 


“Here are the FACTS” is the title 
of a booklet recently issued by the 
Aetna Affiliated Companies, the purpose 
of which is to explain the fundamental 
reasons for the new automobile prop- 
erty damage and liability rates. 

The booklet is strikingly illustrated 
with silhouettes and graphs and shows 
with great clarity the need for an awak- 
ened consciousness on the part of the 
public in the matter of careful driving. 


Day in, 
Day out 

Every 5 minutes more than $4,400 
property loss from fire. 

Every 10 minutes more than §7 in- 
dustrial injuries. 

Every 15 minutes more than 25 peo- 
ple injured by automobiles. 

Every 20 minutes more than 14 
dwelling house fires. 

Every 25 minutes more than 8 chil- 
dren injured by automobiles. 

Every 30 minutes more than 5 people 
killed accidentally. 

Every 35: minutes more than 1 child 
killed accidentally. 

Every 40 minutes more than 1 person 
killed by falling. 

Every 45 minutes more than 2 people 
killed by automobiles. 

Every 50 minutes more than 2 people 
killed in industrial accidents. 

Every 55 minutes more than 1 pedes- 
trian killed by automobile. 

Every 60 minutes more than 1 life 
lost through fire.—Aetna-izer. 


Federal Union 
adds to funds 


Announcement is made by President 
Harold Warner of the Federal Union 
Insurance Company, who is also United 
States Fire Manager for the “Royal- 
Liverpool” Groups, that the funds of 
the Federal Union have been augmented 
by $500,000, thus increasing its Assets 
to nearly $3,000,000 and providing a 
surplus to policyholders in excess of 
$1,600,000, based on market values as 
of December 31 last. 


Triple-proof 

Irvin S$. Cobb showed a keen insight 
to the best advantages of life insurance 
trusts when he indorsed such investment 


by saying that he wanted to leave his 
accumulated assets “fool-proof, friend- 
proof and promoter-proof,” says the 
Spectator. Any one of these agencies 
can quickly dissipate a fortune. It is 
safe from all three in properly planned 
life insurance. 


Fire insurance 
cost sets low 


The cost of fire insurance protection 
averaged 81 cents a $100 through the 
United States, the lowest in history, ac- 
cording to statistics compiled by “The 
Weekly Underwriter.” The cost for 
1931 is 5 cents less a $100 than this 
commodity cost in 1930 and is 8 cents 
a $100 lower than in 1929. The aver- 
age rate of premiums for the entire 
thirty-one years from 1900 to 1931, in- 
clusive, was $1 a $100 and during this 
period the highest average rate of prem- 
iums was during the decade 1900 to 
1909, inclusive, when it was $1.15 a 
$100. 

The actual amount of losses paid by 
all the stock fire insurance companies 
in every state in the union was $319,- 
411,559. The premiums received in 
1931 were $539,340,916, insuring val- 
ues to the extent of $66,901,038,761. 
The loss payments of 1930 were con- 
siderably higher, $346,110,887, but 
were offset by a much larger premium 
income of $609,039,337, insuring rir’ 
to the extent of $70,997,367,695. 


Syracuse campaign 
against incendiarism 

For the last few months fires of an 
incendiary origin have increased to such 
an alarming degree in Syracuse, N. Y., 
which community except for isolated 
cases has heretofore been particularly 
free from this menace, that company 
men, local agents, city officials, as well 
as representatives of the National Board 
of Fire Underwriters have organized all 
available forces at their command in an 
intensive campaign to clean up promptly 
what promises to become a serious situa- 
tion. It is the purpose of this campaign 
to give due notice to the arson-minded 
that Syracuse is going to be an un- 
healthy place for them to operate in. 


Limiting rights 
of creditors 

Another case further emphasizing the 
value of Section 55A of the New York 
State insurance law to business has 
been decided in the state’s courts. It 
appears from this decision that the 
rights of creditors whose claims existed 
before March, 1927, when the law be- 
came effective, are limited to the 
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amount of values in the policy on that 
date and not to subsequently created 
values, according to the Eastern Under- 
writer. 


This case, Wittman vs. Littlefield, 
having to do with the disability benefits 
under a life policy, was decided by the 
Supreme Court of New York County 
on March 4, 1932, and affirmed by the 
Appellate Division on May 7. The 
creditor tried to reach a monthly in- 
come of $500 paid to a permanently 
disabled insured and the court held that 
the beneficiary was entitled to the 
moneys paid by the insurance company 
and that creditors could not disturb 
them. This decision was brought to 
the attention of life insurance men re- 
cently by Albert Hirst, counsel of the 
New York State Association of Life 
Underwriters, when he addressed the 
association’s sales congress in Buffalo. 
Mr. Hirst assisted counsel for defend- 
ants in their handling of the case. 


The court record of this case shows 
that Hugo Wittman tried to collect the 
disability benefits being paid on New 
York Life insurance policies to Henry 
W. Littlefield, also known as Harry 
W. Littlefield, and Margaret C. Little- 
field, because of a debt incurred by the 
insured several years before the crea- 
tion of Section 55A: He took action 
against both the assured and the insur- 
ance company. As no cash values were 
yet available under the policies Witt- 
man could only attempt to reach the 
moneys being paid to the insured in 
disability benefits. 

In 1928, Littlefield assigned the dis- 
ability income payments to his wife, 
Margaret C. Littlefield, and an action 
was brought by Wittman to set aside 
this assignment. The defense argued 
that as long as the disability benefits 
are exempt under Section 55A, it makes 
no difference whether the assignment is 
fraudulent or not as long as the prop- 
erty couldn’t be taken anyway. The 
plaintiff held that for two reasons he 
was entitled to receive the disability in- 
come in payment toward the indebted- 
ness of the insured: first, the indebted- 
ness had been incurred before the pass- 
ing of the insurance law in 1927; and 
second, there are two separate contracts 
in a life insurance policy, life insurance 
in favor of a beneficiary, and disability 
in favor of the insured. The plaintiff 
further held that Section 55A might 
apply to beneficiary payments but not 
to those paid the insured himself. 

The case finally came up before Judge 
McCook of the Supreme Court of New 
York County, who held that the de- 
fense was good and that disability ben- 


efit exemption was included under See- 
tion 55A. The Appellate Division af- 
firmed this ruling without any opinion. 


Pro and con 
on arson 


Assertion that more than 50% of 
the fire losses thus far in 1932 were 
due to incendiarism was made by 
Horatio Bond, engineer of the National 
Fire Protection Association, at the an- 
nual meeting of the N. F. P. A. 

Chief Fire Marshal Thomas F. Bro- 
phy of New York, called the statement, 
that 50% of the 1932 fire losses were 
incendiary, extravagant. He said that 
incendiarism in New York City had not 
increased materially since 1929. 


New York City 


fire loss down 


Fire losses in New York City last 
year totaled $15,363,020, a decrease of 
$2,753,285 from the figure for 1930, 
Fire Commissioner John T. Dorman 
said in his annual report, submitted to 
Mayor Walker, the Eastern Underwriter 
states. 

The report asserted that the Fire De- 
partment “has never been more effi- 
cient” than at present. It pointed out 
that 92% of the 30,994 fires in the city 
last year were confined to the point of 
origin; that the per capita loss was 
$2.17, which was 44 cents less per cap- 
ita than in 1930, and that 18,002 fires, 
or 58%, were extinguished so expedi- 
tiously that the loss was less than $10 
a fire. Actual fires numbered 30,994, 
a decrease of 397 from the previous 
year. The department used 75,297,- 
180 gallons of fresh and salt water, or 
36,423,125 less than the volume used 
in 1930. The report said this accounted 
partly for the reduced losses. 


Insurance is 
"Federal Reserve" 


John J. King, president of the 
Hooper-Holmes: Bureau and who is one 
of the best informed men in his field, 
made a feature of aviation hazards in 
an address which he made recently en- 
titled “Serious Underwriting Problems” 
before the Home Office Life Under- 
writers Association in Philadelphia. 

Terming ipsurance protection as the 
“Federal Reserve System” of the busi- 
ness world and emphasizing that it has 
come to occupy a place very close to 
the base of the economic structure, Mr. 
King then told how certain hazards 
arise which seem at first almost unin- 
surable. They sometimes entail wide- 
spread exposure, hé said, and have such 
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a great apparent loss frequency that the 
field of insurance under which they fall 
is constrained to consider them only 
with the utmost reluctance. In this 
connection it was interesting to hear 
Mr. King speak of the serious thought 
which the companies gave to the bi- 
cycle hazard back in the 1890s. 


I thought your secretary was blonde. 
She was, but she’s gone off the gold 
standard. 
—London Passing Show. 


Dad, what is bankruptcy? 
Bankruptcy, my son, is when a man 
puts his money in his trousers pocket 
and lets his creditors take his coat. 
—Exchange. 


When people fight for the privilege 
of buying, resist the temptation to 
spend. 

—WILLIAM FEATHER. 


a 
' You can’t go far wrong if you pay 
strict attention to your own job and 
invest your surplus in life insurance. 
—WILLIAM FEATHER. 


JOHN HANCOCK SERI 


PARTNERSHIP 
CREDIT 


NASMUCH as the death of a 
partner automatically dis- 
solvesapartnership, creditorscan 
force their claims for settlement 
at once. When it is remembered 
that any partner is liable for all 
the debts of the partnership, it 
can be readily seen that a 
partner’s dependents are vitally 
affected by such an occurrence. 
Business Life Insurance can 
be carried by the firm for the 
reinforcement of credit against 
such a situation. For further 
information regarding its uses 
address:— 


Lire INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS. 
197 Clarendon St. Boston, Mass. 


Please send information on partnership 
credit. 





OVER SIXTY.NINE YEARS IN BUSIN| 




















































oftice 


An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


Inside or outside 


When the question of re-organizing 
office operations arises there are always 
two schools of thought. One insists 
that such work is strictly an inside job. 
The other believes in bringing in out- 
side counsel. We have attended many 
conferences on this subject and have 
generally found both sides to be moti- 
vated by mixed thinking. Any re- 
organization, on a major scale, should 
be both inside and outside. It is usually 
advisable to have recommendations and 
suggestions from a wholly impartial 
source. It is generally better policy to 
have the opinion of one who has ex- 
perience in many industries rather than 
one whose whole experience has been 
gained within one industry—very often 
with one company. On the other hand, 
it is better if the details of new plans 
and policies are worked out by the reg- 
ular employees. Not only does this give 
your staff a better opportunity to famil- 
iarize itself with the new scheme of 
things, but it makes them feel more a 
part of your organization. This plan 
has the additional advantage of keeping 
costs for counsel and survey somewhat 
lower than when every detail is super- 
vised by necessarily high priced men. 


Common faults 
in small offices 


The following are among the more 
obvious defects in smaller offices, re- 
vealed by the most cursory sort of 
check-up. Poor light. Partitions erect- 
ed with little thought of light and air. 
Space badly cut up. Private offices too 


36 


large. General space too small. Obso- 
lete equipment, particularly desks, 
typewriters and files. Typewriters are 
permitted to go without attention un- 
less they actually break down. 90% of 
the typewriters in smaller offices need 
some repair, if only an adjustment of 
the tension. Files are crowded to such 
an extent that the edges of the contents 
are frayed and torn. Desks are fre- 
quently inadequate for the work that 
is now being performed. These defects 
can usually be corrected with very little 
expense. They all cut down produc- 
tivity to an extent which would sur- 
prise executives were they ever to 
change to a more sensible plan of op- 
erating. If business is quiet during the 
summer, we suggest a glance at your 
office to see if any of these things apply. 


Office mechanics 


There should be some one in every 
office with responsibility for keeping all 
office machinery in first class order. Ex- 
pensive office equipment is neglected 
shamefully. Few people would treat 
even a used car as carelessly as type- 
writers, adding machines, duplicating 
equipment, etc., is treated in many 
offices. Regular inspection periods 
should be maintained and enforced. 
Those companies which follow this 
practise have found that it pays in 
avoiding breakdown of routine and in 
giving longer life to equipment. 


Food and 
efficiency 


Dr. Donald A. Laird, of Colgate Uni- 
versity, recently told the National 
Office Management Association that a 
study of worker’s food was as important 
as any intelligence test. Workers, ac- 
cording to Dr. Laird, do not feel as 
fatigued on a high carbohydrate diet. 
One of our readers, commenting on this, 
sent us the following verse called, 
“Lines By a Stenographer.” 

Because I chew my luscious gum, 
Because my notes are hazy, 
Because all work I seem to shun 
Oh, say not that I’m lazy! 

*Tis not that I would emulate, 
The langorous Miss Garbo. 

It’s only that I have not ate 

My share of hydrates, carbo. 


New typewriter 
type cleaner 


J. H. Faxon, Jr., announces Stenade, 
a new typewriter type cleaner. The 
container is newly designed and permits 
application of cleaner to type without 


danger of any splattering of lubricated 
parts of machine. The applicator is 
convenient to use and conserves the 
cleaning fluid. 


For better rubber 
stamp impressions 


The use of a simple sponge-rubber 
pad, obtainable at any Woolworth store, 
beneath papers which are to be rubber 
stamped, gives a surprising perfection 
of impression even with old stamps. This 
idea is especially worth adoption if any 
signature stamps are used since the re- 
sulting work is very sharp and clear. 


New fastener folder 


Shaw-Walker Company have intro- 
duced a new type of fastener-folder for 
holding related papers together. The 
clip is attached to the upper left hand 
inside corner of the folder. It reduces 
bulkiness in the files. It permits com- 
plete visibility-of all filed material with- 
out removal. No part of the filed ma- 
terial is punched out by the device. 
The company states that these new type 
fasteners, available with any Shaw- 
Walker folders, are very economical. 


"Spot-proof" 
keyboard 


“A big little machine” accurately de- 
scribes the latest model Monroe Adding- 
Calculator which has just been an- 
nounced by the Monroe Calculating Ma- 
chine Company, Inc.—large in that it 
handles all types of figure work as do 
the larger machines, yet small in size to 
occupy a minimum amount of desk 
space. 

Perhaps one of the most striking fea- 
tures of the new machine is the “Spot- 
Proof” keyboard, by means of which 
a shadow ring is thrown around each 
depressed key so that the operator can 
check the keyboard set-up at a glance. 

Automatic division, formerly avail- 
able only in the larger size machines, 
has also been incorporated. A touch of 
the automatic divide lever sets the ma- 
chine in operation, the enclosed uni- 
versal motor making 380 revolutions 
per minute while the answer is regis- 
tered in the upper dials as fast as it can 
be copied down. Nor does the speed 
in any way affect the quietness of the 
machine, which operates noiselessly and 
without vibration, in conformity with 
the demands of the up-to-date business 
office. 

All of these improvements have been 
included without adding one pound to 
the weight of the new machine, which 
is less than fifteen pounds. 









Shifting 
scenes 
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(Continued from p.16) progress made by 
Credit Groups during the past five 
years. These groups have compiled at 
‘the time of the pronounced decline in 
1929 an up-to-date credit survey of 
their customers in the various lines of 
trade throughout the entire country. 
Such a record was due to the efficiency 
of our Interchange system which col- 
lected credit information for member 
credit grantors from the ledger sheets 
in the accounting departments of our 
membership. These credit reports were 
discussed at frequent meetings by 
credit representatives in the same line 
of industry. Consequently they had 
their practiced hand on the credit pulse 
in the different trade areas and were 
able to act with intelligence and 
promptness in determining the proper 
course to take in protecting accounts 
receivable, assuring future business and 
maintaining the good-will of their 
firms, thereby preventing, in a great 
measure, the disaster of a credit panic. 

Economists over the nation—East 
and West—are seemingly in agreement 
in their expressed belief that corpora- 
tions and individuals should 
themselves as quickly as practicable to 
the existing economic scheme; that each 
should recast his program; face the new 
order of things; look with expectant 
gaze at the future, but under no con- 
sideration supinely await the arrival of 
prosperity. This hoped-for objective 
will take its place “in the course of 
human events” along with other signal 
dates in history. 

One does not need to bubble over 
with idle hopes; one should be a real 
salesman of American possibilities, in- 
still faith in the future and confidence 
in ourselves. 

The experience of the past few years 
has undoubtedly added to our ability 
to acquire a clearer vision into today’s 
problems. This insight will, or should 
be, an invaluable help to us in our up- 
ward climb to the level of renewed 
business activity. 

In the meantime, may we offer this 
injunction to the forward-looking 
credit executive: 

STOP SELLING GLOOM, DESPAIR AND 
TROUBLE! 

START SELLING CONFIDENCE, FAITH 
AND SOUND BUSINESS STANDARDS! 

In the wording of our guide-posts— 

Through CONSTRUCTIVE THINKING 
and the exercise of COMMONSENSE, 
make the best day—ropay. 


adjust 


Collection, 
sales survey 
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(Continued from p. 25) 

sometime in July. This will improve 
conditions considerably. Youngstown 
reports the largest closed bank in Ohio 
has opened its doors for business, which 
has created a more favorable outlook. 

PENNSYLVANIA: Uniontown re- 
ports collections and sales slow. This 
is the soft coal region and the mines are 
not operating. 

TENNESSEE: Conditions in Chatta- 
nooga have not improved and seem to 
be slightly worse than the past few 
months. Both sales and collections in 
Knoxville have been extremely slow 
since January Ist. 

TEXAS: Ft Worth reports collec- 
tions of current accounts still show a 
turnover of around 80%, but balances 
carried over from 1930 to 1931 are 
still lagging and hard to recover. Re- 
tail sales volume from reports from 40 
firms scattered over the state was about 
12% better than in the previous month, 
but was around 25% below the volume 
during the same period in 1931. Cloth- 
ing, department store and lumber sales 
all showed increases, while furniture 
sales were slightly lower. 


Now-— 


i Joy-spreading 
circle 
Mu 


The Farmer sells a load of wheat 
And all the world grows fair and 
sweet; 
He starts off humming cheerful tunes 
And pays the Grocer for his prunes; 
The Grocer, who has had the blues, 
Now buys his wife and children shoes; 
That ten the Shoeman thinks God- 
sent 
And runs and pays it on his rent; 
Next day the Landlord hands the bill 
To Dr. Bolus for his pill; 
The happy Doctor tells his frau 
That business is improving now 
And adds: “My dear, you need a rest, 
You’d better take a trip out West.” 
So in a week or so the wife 
Is on the farm enjoying life. 
She pays her board to Farmer Howe 
Who takes the ten and says: “I swow! 
Here’s something that just can’t be 
beat, 
This bill’s the one I got for wheat.” 
With it he buys more prunes—and 
then 
It starts a-going round again. 
MORAL: 
Oh, well, it’s obvious! 
Topeka Capital 


Genuine Typewritten Letters 
at about a Penny apiece 


Everyone agrees that personal letters are more effective 
for collections, sales, reviving old accounts, answering 
inquiries and other business building activities, but be- 
cause of the cost, many have had to use processed letters. 


With the Auto-Typist—the only pneumatically operated 
automatic typewriter—costs have been so reduced that, 
in this period especially, it is profitable to use genuine 


typewritten letters. 


Send for a recent survey of results from Auto-typewrit- 
ten letters and samples of the work. 


American Automatic Typewriter Co. 


233 West Schiller St. 


When writing to advertisers please mention Credit & Financial Management 


Chicago, Ill. 
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Within‘’one business day 


The pins show the location of your Collection-Adjustment 
Bureaus. The radius of the smaller circles is two hundred 
miles . ... easily covered in less than a business day. The 
radius of the larger circles is four hundred miles... . easily 
covered in one full day. Only a small part of the bad-lands 
of North Dakota and the desert in New Mexico are further 
than a day away from one of your Collection-Adjustment 
Bureaus. ALL important marketing centers are covered by 
resident Bureaus. All Bureaus act as “branch offices” of your 
own Bureau. Your Collection-Adjustment service equips you 
to contact “in person” any or all important markets in the 
United States within one business day .... with the confidence 
that can be placed only in YOUR OWN organization. 


Hook on your own national collection-adjustment coverage 
through your own Collection-Adjustment Bureau for the 
maximum return at the minimum cost. 


C ollection-Adiustment Burcaus Departmen 
UINational Association of Credit Mer 
One Park Avenue New York NY 












Credit executives: 


pilots of business 


by W. H. HOTTINGER, Jr., 
Credit Manager, 


Bowey's, Inc., Chicago 
The Credit Executive of to-day 
= faces conditions without precedent 
Mu in the history of the United States 
of America. There have been a 
large number of Bank closings in the 
United States, in 1931 and still in 1932. 
Banks—both State and National, pri- 
vate banks, members of the Federal Re- 
serve System, and those not members, 
so-called Clearing House Banks in the 
larger cities, chain banking systems as 
well as large and small individuals have 
closed their doors, because of frozen as- 
sets, depletion of reserves, credit losses, 
etc. In fact over 2300 banking institu- 
tions went out of business in 1931. 





This has put an additional burden on 
the Credit Executive, guardian of his 
firms’ accounts receivable—in many 
cases, the life blood of the company em- 
ploying him. The decision whether or 
not, merchandise shall be shipped on an 
order, is not easily arrived at in these 
times. 


The bad debt loss suffered in 1931 
was the greatest in the history of the 
United States. Bank failures have 
crippled many communities financially, 
hampered business, caused firms to fail 
that might have been in business to-day, 
caused chaos in manufacturing as well 
as farming centers. Yet upon him, the 
Credit Man, rests the decision to ship 
merchandise, for which salesmen have 
taken their time, spent money for ex- 
penses, which represents money to the 
firm they sell and take orders for, or the 
firm has put out money by direct mail, 
advertising or otherwise to get the order 
by mail. 

Taking into consideration such un- 
usual conditions, it must be apparent, 
that now, the responsibility of the 
Credit Manager is greater than ever be- 
fore. Faced with average sales far be- 
low normal, pressed by a Sales Depart- 
ment, and, perhaps, directors or officers 
of the company or members of the firm 
he may represent, eager to get every dol- 
lar of business possible on its books, 


-owe the bank? 


aware of a loose credit policy that may 
be disastrous, as well as a too-tight cred- 
it policy, that would stifle business, he 
has had to adopt a given policy and 
stand by it. 

While it is no use to pass orders and 
then not be able to collect when due, or 
within a reasonable time thereafter, yet 
it would be equally bad to try to grant 
credit to only the best risks. In these 
times large companies, nationally known, 
believed for many years to represent the 
best credit risks, have been forced to go 
into liquidation, asks for extensions, etc. 

On all sides, in the various daily pa- 
pers, you hear and read of econ- 
omists(?) studying the causes and effects 
of business unrest. Bankers, leaders of 
the government, and large manufactur- 
ing interests have held meetings and 
conferences to see what can be done to 
ease or remedy the financial situation of 
today. But have such conferences helped 
in any way to ease the burdens of the 
average commercial credit man? 

More than at any time in the past, 
each individual risk must be analyzed 
by the Credit Man. What bank does 
the customer do business with? How 
much of his real worth, is contained in 
his bank balance? How much does he 
If the bank should go 
into the hands of a receiver, what about 
the possibility of the loan being sud- 
denly called? What is the inventory of 
the customer based on, the price of the 
merchandise in stock to-day, or the cost 
price—many commodities have shown a 
great decline in value. Have the of- 
ficers or the company, or members of 
the firm, ability to meet, the new con- 
ditions imposed upon them, keen com- 
petition, long terms, low prices? These 
and many more must be studied by the 
commercial credit man, who usually has 
no security to fall back upon in case of 
non-payment of the accounts on his 
firm’s books. 

Does your firm realize the great re- 
sponsibility resting on your shoulders 
to-day, Mr. Credit Manager? No de- 
partment is more important than yours 
to-day,—on your skillful handling of 
the orders of the firm may depend 
whether or not your firm will be in busi- 
ness a year from now. 


Tell it to the 
\ creditors! 


Company X is an automobile ac- 
cessory company in an Illinois town 
with a population of about 100,000. 
Company X sells automobile parts and 
accessories to individual automobile 
owners and to the garages of the city, 
when the garages’ supplies become tem- 
porarily depleted. 

For ten years Company X has had a 
high class credit standing. Bills were 
always paid before the date due. Dur- 
ing 1929 in anticipation of a heavy 
season an unusually large inventory of 
supplies was procured. Accessories 
moved slowly and the company found 
itself with most of its money tied up 
in inventory investments. It was neces- 
sary to buy certain new lines and sup- 
plies in order to keep the business going. 

Company X made the serious mis- 
take, however, of not paying its old 
bills and of writing alibi letters full of 
subterfuges and excuses instead of giv- 
ing an honest explanation of its situa- 
tion. 

One of the automotive accessory 
manufacturers from whom Company X 
had not’ been buying and with whom 
it placed a new order, used Credit Inter- 
change Service. A report was requested 
on Company X and the very poor pay- 
ing record of a year and a half was 
revealed. The automotive accessory 
manufacturer immediately got in touch 
with the five old creditors of Company 
X and explained the situation. The 
creditors met and threatened to throw 
Company X into bankruptcy unless 
Company X would follow its instruc- 
tions explicitly The officials of Com- 
pany X with their backs to the wall 
were forced to do this. 

The merchandise advice given to 
Company X was very valuable with 
the result that new and better selling 
lines were installed. Goods were sold 
to Company X on thirty days terms 
and with its better management the 
company was able to meet its current 
debts and liquidate a portion of its old 
outstanding obligations. Within five 
months Company X was in a liquid, 
sound condition, paying its bills regu- 
larly and increasing its profits. 

Poor credit management almost threw 
the company into bankruptcy. If 
Company X had in the first place given 
to creditors the situation instead of 
alibis the company would have been 
even further along than it is today and 
the trouble could have been averted for 
both creditors and debtor. 
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Clues as to the cause 
of the depression 


by CARL SNYDER, 
Statistician, 


Federal Reserve Bank, N. Y. 


four business depressions of major 

severity, that of the Seventies, of 

the Nineties, of 1921 and the pres- 
ent. Those of ’84 and 1907 were rela- 
tively mild and of brief duration. Per- 
haps the most remarkable thing about 
the last two is that they should have 
been spaced by less than ten years. 


= “Since the Civil War we have had 
Vj 


It is notable that the two later ma- 
jor depressions, that of ’20-’21 and the 
present, have been characterized by an 
unusual fall in commodity price levels, 
and the present by an unexampled de- 
cline in the prices of all kinds of se- 
curities, both of stocks and bonds. 

The decline from the high levels of 
commodity prices established in the 
post-war boom of 1919-’20 seems rela- 
tively easy of explanation, as was the 
similar decline which followed the close 
of the Civil War. But that of the pres- 
ent is not so easy. On our familiar 
indexes of commodity prices at whole- 
sale this decline has amounted to be- 
tween 30 and 40 per cent in the past 
two years; and on the major market 
commodities has been even more than 
that. 

A like unusual decline has taken place 
in a very broad index of what I have 
called the General Price Level, amount- 
ing in the same period to more than 20 
per cent. 

Now when we consider this decline 
in prices and in values in relation to the 
basic monetary supply, we are met with 
the striking fact that it does not seem 
in any way related to a scarcity of gold. 
And this appears to have been equally 
true of the parallel decline in ’20-’21. 

Neither appears to have had any dis- 
coverable relationship with changes in 
the world’s stock of gold, or in the 
total monetary stock of gold, or in the 
rate of gold production. Nor was there 
any closer approximation to be found 
in the gold movements of the United 
States alone, where the initial disturb- 
ance took place. 

Further, since the two crises were so 
similar in character and in apparent 
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causation, the present depression can 
scarcely have been due to the general 
return of the nations to the gold stand- 
ard. In 1920-21 the United States was 
the only one of the larger nations truly 
on a gold standard. Most of the rest 
were lost in a welter of paper money 
inflations. 

Gold production had indeed been 
sharply curtailed in the War, but since 
1921 it has been rising steadily at near 
the volume of the pre-war time. This 
has meant a steady increase in the total 
stock of gold, which was obviously 
superabundant in the years preceding 
1915, since there had been a steady rise 
in the general level of prices in the gold- 
standard countries through the preced- 
ing fifteen or twenty years. . 

Further, since 1921 there has been 
an unusual increase in the world’s stock 
of monetary gold, at an average rate of 
about 4 per cent, while, as we have 
found, the basic production and there- 
fore presumably manufactures and 
trade of the principal nations of the 
world have been rising only at about an 
average rate close to that of the sixty 
or eighty years preceding the World 
War, viz., about 3 per cent. It would 
seem folly, therefore, to discover in any 
one of these factors evidence of a “gold 
shortage.” 

Neither can these two major crises in 
the United States be attributed to un- 
usual gold movements in and out of 
this country; and it is to be noted that 
perforce of its industrial primacy the 
United States is the dominant factor in 
at least the demand for the world’s 
products. It is only lately that we have 
begun to realize that we consume prac- 
tically one-half of the total of these 
products outside of a few articles like 
rice. It is familiar that we are the 
great buyers of copper, steel, tin, and 
the like. It is little short of amazing 
to discover that we consume half of 
the world’s coffee, more than that of 
its sugar, and so on. 

Now in 1919 there was, after the 
lifting of the embargo a heavy out- 
flow of gold; but this was followed not 
by a fall in prices but by a violent rise 
in prices, continuing for nearly a year 
thereafter. 

Then almost continuously through 


the drastic deflation which followed, 
there was a steady inflow of gold, in 
which all the gold lost in 1919 was re- 
covered and much more added. Yet the 
fall in prices in that period was the 
most violent that this country had 
known since the close of the Civil War. 

In the same way this country had in 
1927 and ’28 the heaviest loss of gold 
ever known to this or any other na- 
tion up to that time, and the discover- 
able effect upon prices in 1928, and the 
earlier part of ’29, was nearly nil. If 
we are to assume any direct relationship 
we must assume that the affect of these 
gold movements is not felt for some- 
thing like a year thereafter, which seems 
improbable. 


Similarly, since the great fall in prices 
which began in the autumn of 1929, 
we have had up to September a well- 
nigh continuous inflow of gold, but 
with no discoverable check to the fall 
in prices to date. 

There remains a further question. It 
is widely believed that the present 
worldwide depression and tremendous 
fall in prices has been closely related to 
the so-called maldistribution of gold, 
that is, that two leading nations have 
recently absorbed the entire available 
supply. It is true that since the be- 
ginning of 1929 France and the United 
States have both been steadily gaining 
gold, and in an enormous quantity, 
while as a whole the forty countries 
other than these (and Russia) have been 
steadily losing gold. 

But here we meet with the remark- 
able paradox that while in the United 
States we have had the most violent 
fall in prices we have known in peace 
times, and a depression that alike in ex- 
tent and duration has perhaps exceeded 
any other, France has thus far or until 
very recently had neither. 

It is true that commodity prices at 
wholesale in France have had a con- 
siderable decline since 1929, but noth- 
ing like in extent that of this country 
or the adjacent countries of Germany 
and England. Further, this decline has 
been due almost wholly to the decline 
in imported commodities included in 
their index and scarcely any to their 
domestic products. The index numbers 
of the latter have shown but little de- 
cline to date, while retail prices and 
food prices were tending to rise. And 
until very recently there has been in 
France extremely little depression and 
unemployment. It has lately felt the 
effects of diminished tourist expendi- 
tures and of foreign buying of French 
goods. 
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S24 Answers to 


credit =A 


_ questions 


= Conducted by Walter C. Foster 


The National Association of 
Credit Men supplies answers to 
credit questions and some of the 
answers, of general interest are 
printed regularly in Credit and Fi- 
nancial Management. Advice cannot 
be given, however, regarding legal 
rights and liabilities. Such advice 
should be obtained from an attorney 
to whom all the facts should be 
stated. When such inquiries are re- 
ceived, information is furnished only 
as to the general principle of law 
involved. 


Customers’ checks 


Q. What is the legal position of a creditor 
where checks received from customers have been 
deposited, passed through the banks and been 
charged to customers’ accounts, but on which 
no returns were received because while funds 
were in transit debtor’s bank closed its doors? 
Is the creditor protected in view of the fact 
that bills and statements bear notation “Terms 
Net Cash Payable with Exchange on New 
York”? Also, would creditor’s position be fur- 
ther secured if in addition to that notation, the 
following words were added: “Checks not pay- 
able in New York accepted subject to collec- 
tion”? 

A. Having accepted customers’ checks, pay- 
able at their own banks, in our opinion the 
creditor cannot hold the customer liable when 
the bank upon which the check was drawn 
failed after the check was charged to the cus- 
tomer’s account, merely because the bills and 
statements bear the notation: “Terms net cash, 
payable with Exchange on New York.” 

If the creditor wished to hold the customer 
strictly to the terms printed on the statements, 
it should not have accepted a check payable at 
the customer’s bank. On the contrary, the 
check should have been returned and the cus- 
tomer instructed to remit in New York Ex- 
change. 

Printing on bills and statements the words 
“checks not payable in New York accepted sub- 
ject to collection” might have the desired effect. 
The place for such a provision, however, is not 
on the bills and statements, but in the contract 
of sale, which fixes the terms of payment. 


Cash discount 


Q. When an invoice bears definite terms, say 
2% ten days, 30 days net, if the invoice should 
be discounted late, and the debtor is asked for 
payment of the discount deducted in error, can- 
not the debtor come back at the creditor for 
payment of interest on the amount paid on the 
invoice for the period of time between the date 
of payment and the date of maturity of the 
invoice? 

A. The law is well settled that if a debtor 
pays a bill before maturity and deducts a dis- 
count, even though the discount period has ex- 
pired, acceptance of the payment by the creditor 
operates as an accord and satisfaction and an 
extinguishment of the balance of the debt. 


Sight drafts 
Q. What is the general practice in the sign- 
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ing of sight drafts? It is understood that some 
firms assign this duty to the treasurer while 
others permit the credit manager to sign them. 
Are you aware of any concerns printing their 
sight drafts so that space is provided for both 
the treasurer or the assistant treasurer so that 
one can sign in the absence of the other? 

A. With respect to this question we may 
state that any authorized agent may sign sight 
drafts in behalf of the principal. 


Portland's 
E. D. Ross 


(Cont. from p. 18) the Association said, 
“I don’t believe there is any man in the 
country who has a wider personal ac- 
quaintance among credit and financial 
executives than Don.” 











Ernest I. Kilcup 
Davol Rubber Company 
Providence, R. I. 






















J. A. Bond 





W. K. Adams 
First Wisconsin National Bank 
Milwaukee, Wis. 


Howard S. Almy 
Collyer Insulated Wire Co. 
Pawtucket, R. I. 


F. E. Barkley 
C. M. McClung & Co. 
Knoxville, Tenn. 


Lee S. Buckingham 
Clinton Trust Company 
New York, N. Y. 


Henry W. Clausen 
The C. D. Osborn Co. 
Chicago, Il. 


Chas. A. Colton 
Boston Transcript 
Boston, Mass. 


Francis A. Davis 
F. A. Davis & Sons 
Baltimore, Md. 


Willard H. Dressler 











Omaha, Neb. 


L, T. Dysart 
Graybar Electric Co. 
Dallas, Texas 


Ralph T. Fisher 
American Trust Co. 
Oakland, Calif. 

W. S. Gruger 

The Imperial Candy Co. 
Seattle, Wash. 

Clark H. Hogan 


Carroll-Brough-Robinson 
Oklahoma City, Okla. 









N. A. C. M. Officers and Directors - 1932 - 1933 
Elected at Detroit, Mich., June, 1932 


President: 


E. D. Ross 
Irwin-Hodson Co. 
Portland, Oregon 


Vice-Presidents: 


Standard Oil Co. of Calif. 
San Francisco, Calif. 


Directors: 


Stock Yards Nat’l Bank of So. Omaha 







A. J. Peoples 
The American Brass Co. 
Detroit, Mich. 


W. R. Humphreys 
Integrity Trust Co. 
Philadelphia, Pa. 


Harold H. Kase, 
Taylor Instrument Companies 
Rochester, N. Y. 


W. L. Mackay 
Stone-Ordean-Wells Co. 
Duluth, Minn. 


P. M. Millians 
Ernest L. Rhodes Co., Inc. 
Atlanta, Ga. 


Edward Pilsbury 
B. Rosenberg & Sons, Inc. 
New Orleans, La. 


J. M. Rust 
Union Oil Co. 
Los Angeles, Calif. 


Fred H. Schrop. 
Colin B. Kennedy Corp. 
South Bend, Ind. 


R. T. Smith 
Pittsburgh Coal Co. 
Pittsburgh, Pa. 


C. W. White 

The Logan Company 
Louisville, Ky. 

John H. Wiles 
Loose-Wiles Biscuit Co. 
Kansas City, Mo. 


A. R. Wilson 


The Auto Equipment Co. 
Denver, Colo. 


W. C. Wright 
First Bank & Trust Co. 
Utica, N. Y. 





Credit 


samaritans 


by S. G. HILL 
Credit Manager 


Specialty Service Corp. 
Brooklyn, N. Y. 


@ Each day’s list of failures, larger than 
the day before, and ever mounting; a 
situation that requires immediate atten- 
tion to alleviate a seemingly hopeless 
condition of bad times. 

The dealer today finds himself in a 
tight predicament that is beyond his 
control, and is consequently slow in his 
payments. Today the Credit Depart- 
ment of any organization is called upon 
to act in the capacity for which it is 
intended, that of instructing the pur- 
chaser in the manner of the conduct of 
his business. Here is an opportunity for 
the Credit Departments to become good 
Samaritans, 

Instead of forcing the purchaser out 
of business for inability to meet obliga- 
tions, the Credit Department must now 
expend its efforts in the manner of ex- 
tension suitable to meet the needs of the 
purchaser, and to instruct the purchaser 
in a plan of procedure to bring him out 
of what may be an embarrassing posi- 
tion, both to the seller and to the pur- 
chaser. 

It becomes apparent that such plan 
of action will stop failures, cut down 
losses, stop distressed merchandise from 
flooding the market, and numerous other 
failings attending the bankruptcies. An 
analysis of most failures will show that 
where a flagrant conversion of assets was 
lacking, an extension of time would 
have saved the business. 

Failures in ordinarily good times dis- 
turb the market insomuch, that the sal- 
able merchandise of the bankrupt in- 
variably goes to other dealers at prices 
far below the cost of the seller, resulting 
in loss of sales by the seller at legitimate 
cost, plus. The regular dealers conse- 
quently, find it necessary to meet com- 
petition against distressed merchandise. 
In addition, the seller in all cases takes 
a 100 per cent. loss, and in very few 
instances, gets a small dividend out of 
the bankrupt account. This loss must 
eventually be made up, and finds itself 
in the increased cost of merchandise. 





@ Senator L. J. Dickinson of Iowa, 
who closed the N. A. C. M.’s De- 
troit convention on June 24 in the 
same manner that he opened the 
Republican national conclave the 
week before in Chicago, with a 
thorough-going exposition of Re- 
publican policies and principles. 


It is very apparent that bankruptcies 
are very costly. 

One of our great evils was to allow 
flagrant failures to reenter business and 
enjoy credit accommodations, after hav- 
ing made no effort in an honest adjust- 
ment. It seems to have been the opin- 
ion of such houses, that by reselling, the 
probability of cutting the old loss would 
be made up by new profits. To allow 
flagrant failures, or those who have 
made no effort, or little, to continue and 
pay 100 per cent. of their debt, to re- 
enter business is an encouragement to 
that failure to liquidate his business 
again at the expense of the seller, should 
his business at any future time come un- 
der pressure. 

Might it not be the best policy to 
keep out of the business world those 
who are in no position to conduct their 
business in a businesslike way? A smaller 
volume of good business will save the 
principle, at least. 


Human nature won’t change enough 
in the next hundred years to eliminate 
either hard times or booms. 

—WILLIAM FEATHER. 


“I suppose that your home town is 
one of those where every one goes 
down to meet the train.” 


“What train?” 
Rochester Commerce. 













Down To The 
Pennies Of It 


@ A $43.75 trade advertise- 
ment brought $106.00 worth 
of immediate business and 
opened accounts with some 
desirable new customers. 
$84.72 worth of direct mail 
work produced 40 new cus- 
tomers for a retailer. <A 
$141.65 campaign closed ten 
dealers on an item which had 
a unit price of $17.50. $1.56 
worth of stamps plus sta- 
tionery and typist’s labor 
(and our ideas) opened up 
new outlets for business 
ranging from $1,250.00 to 
$25,000.00. 


@ This is part of our record 
since January Ist, I. D. (in 


depression). 


@ We understand there is no 
business but we have been 
too busy to investigate the 
rumor. 


@ Any Manufacturer who 
wants SALES at the lowest 
possible cost—is invited to 
consult with us, without cost 


or obligation. 


H. P. Preston 


and associates 
Sales and Advertising Counsel 


915 Broadway 
New York, N. Y. 


When writing to advertisers please mention Credit & Financial Management 





Accounting 
forum 


An open clear- 
ing-house of ideas 
and news for 
credit executives 
by accountants. 


@ Mr. O. V. Wallin, C. P. A., is the 
author of this article which we are re- 
printing this month from “The Certi- 
fied Public Accountant.” It is a succinct 
and thorough-going analysis of some 
important factors in credit granting. 


Unwarranted value and reliance is 
sometimes placed on the importance 
lu of the Current Ratio, while insuf- 
ficient consideration is given to the 
cause of the changes from the previous 
statement. The borrower’s present debt 
paying capacity is, of course, dependent 
upon his current position. However, if 
sufficient attention is given to the cause 
of the change, then the reader will be 
better able to estimate the borrower’s 
future debt paying capacity, which after 
all, is the real question to be answered. 
There are two independent factors in 
any typical Balance Sheet which cause 
changes in the current position. The 
first is the amount of the original work- 
ing capital with which the firm was en- 
dowed when it began operations, to- 
gether with the additions or subtractions 
made thereto. The second is the extent 
of trading on the working capital 
equity. The two factors should be kept 
separate, if we are to avoid the unfair 
notion that changes in the current ratio 
are usually a specie of “Window Dress- 
ing.” 

The Working Capital is the excess of 
Permanent Capital over Assets. (Perma- 
nent Capital as used here means Invested 
Capital and Fixed Liabilities). This im- 
portant ratio would be shown as fol- 
lows: 

Permanent Capital .... 
Capital Assets . 


$800,000.00 
600,000.00 


Working Capital 200,000.00 
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The working capital of $200,000.00 
was furnished by the stockholders and 
bondholders; it supplied the foundation 
upon which the pyramid of current 
financing was carried on. The manage- 
ment is not entitled to credit for this 
condition, its credit begins when this 
current position is improved upon. 


As the firm progresses, assuming it to 
be normally successful, this working 
capital would be increased through 
either (1) the reinvestment of profits, 
(2) the reinvestment of all types of re- 
serves, (3) the flotation of Mortgages 
or other types of Fixed Liabilities (that 
portion of the money not invested in 
Fixed Assets), or (4) from the sale of 
Fixed Assets. In each case where the 
money was used for expanding the cur- 
rent assets or reducing current liabilities, 
an improvement in the current ratio re- 
sulted, unless counterbalanced by op- 
posing factors noted below. In short, 
any increase in the working capital will 
cause a greater disparity to arise between 
the amount of the debits compared to 
the credits. Care should be taken by 
the reader of balance sheets to note 
whether or not the new money has been 
used to reduce Current Liabilities, or in- 
vested in such items as inventories, re- 
ceivables, cash, etc. If used to reduce 
current indebtedness, the ratio will show 
a greater improvement than if it was 
employed for the expansion of current 
assets. 

Many firms, in attempting to “‘win- 
dow dress” at statement time are mis- 
guided in the belief that a strong cash 
position is the most important factor. 
By only a casual inspection of the state- 
ment it can usually be seen that this ex- 
cess cash will immediately be used to 
reduce the liabilities after it has served 
its purpose as “window dressing.” (Fur- 
thermore, such window dressing is at the 
expense of the Current Ratio as is indi- 
cated in Examples No. 2 and No. 3 be- 
low.) Needless to say that a strong cash 
position is desirable, but not at the ex- 
treme expense of the current ratio. Af- 
ter the current ratio has reached a posi- 
tion of say, 6 to 1, then the building up 
of the cash position at the expense of the 
current ratio might be considered good 
statement building. 

The following cases will serve to il- 
lusstrate: 

EXAMPLE NO. 1 
$400,000.00 
600,000.00 


Current Assets .. 
Fixed Assets .... 


1,000,000.00 


Current Liabilities $200,000.00 


Fixed Liabilities 
Invested Capital 


500,000.00 
300,000.00 


1,000,000.00 


Current Ratio 2 to 1. 


EXAMPLE NO. 2 
Current Assets $500,000.00 
Fixed Assets 600,000.00 


1,100,000.00 


Current Liabilities |. 
Fixed Liabilities . . 
Invested Capital .. 


$200,000.00 
600,000.00 
300,000.00 


1,100,000.00 


Current Ratio 2 to 1. 


EXAMPLE NO. 3 
Current Assets $400,000.00 
Fixed Assets 600,000.00 


1,000,000.00 
Current Liabilities 
Fixed Liabilities 
Invested Capital 


$100,000.00 
600,000.00 
300,000.00 


1,000,000.00 


Current Ratio 4 to 1. 


The improvement in the current ratio 
from 2-1 to 244-1 was the direct result 
of an increase in working capital. The 
improvements from 22 to 4-1 was pos- 
sible because of the proper application 
of the new capital produced by increas- 
ing the Fixed Liabilities, (Mortgages 
Payable). 

In Example No. 2 the additional 
$100,000.00 was used to increase the 
cash account while in Example No. 3 
it was used to pay off an equal amount 
of current liabilities. 

If the new funds had been secured 
from Net Profits or Reserves for De- 
preciation the results would of course, 
have been the same. 


Unless simultaneously counterbal- 
anced by payments of Current Liabili- 
ties out of Current Assets in an equal 
amount, the Current Ratio will be au- 
tomatically reduced by: 

(a) Additions to Fixed Assets 

(b) Dividends paid in excess of Net 
Profits 

(c) Reduction of Fixed Liabilities 

(d) Net Loss in excess of Deprecia- 
tion Charges 

The reader should then determine 
whether the change in the Current 
Ratio was due to the increase or decrease 
in the working capital, or to a change 
in the amount of current credit carried 
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as a result of the working capital equity. 
Current Assets have been treated as 
one group. It is, of course, obvious that 
in credit granted, this group should in 
itself be analyzed to determine what 
proportion of the total is represented in 
each class. A common proportion is: 


DR Sree Seika 20 per cent. 
Accounts Receivable 30 per cent. 
ne 50 per cent. 

100 per cent. 


The second fundamental cause for a 
change in the current ratio is due to 
trading on the Working Capital. The 
greater the reduction of Current Liabili- 
ties, the higher becomes the Current 
Ratio. 

Following is a simple example of how 
a current ratio position can be improved 
without the addition of any new capital: 


EXAMPLE NO. 1 
Current Assets ......... $500,000.00 


Current Liabilities ...... $400,000.00 


Current Ratio 1.25 to 1. 
Working Capital to Current Liabili- 
ties 1 to 4. 


EXAMPLE NO. 2 
Current Assets $400,000.00 


Current Liabilities ...... $300,000.00 


Current Ratio 1.33 to 1. 
Working Capital to Current Liabili- 
ties 1 to 3. 


EXAMPLE NO. 3 
Current Assets $300,000.00 


Current Liabilities ...... $200,000.00 


Current Ratio 1.50 to 1. 
Working Capital to Current Liabili- 
ties 1 to 2. 

The existence of $100,000.00 work- 
ing capital is what made possible the 
improved Current Ratio from 1.25 to 
1.50-1. The reduction of the pyramided 
credit was only secondary. Had there 
been no working capital the ratio could 
not have been changed. The ratio of 
the working capital to the Current Li- 
abilities governs the size of the Current 
Ratio. As it increased from 1-4 to 1-3 
and to 1-2, the Current Ratio increased 
from 1.25-1 to 1.33-1 and to 1.50-1. 

Just to say that there has been an im- 
provement in the working capital is not 
sufficient. The balance sheet should be 
analyzed to determine how the improve- 
ment was made. Although the bank 
credit man will usually say that he gives 
little consideration to the assets below 
the current position, nevertheless these 
assets are really a secondary reserve in 
his mind. 





It is highly important to determine 
whether the improvement in working 
capital is the result of investing inside 
or outside money. 


Outside money increases overhead 
costs and, in the case of mortgages as 
well as some types of Preferred Stock, 
carry a foreclosure feature. Common 
Stock is not so exacting, but still it ex- 
pects a normal return on investment. 

Inside money (surplus and reserves), 
does not make the same demands on the 
company’s future earnings. 


The sale of Fixed Assets weakens the 
secondary reserves, but next to net 
profits, is the most desirable way to im- 
prove the Current Ratio. It is under- 
stood of course that only such Fixed 
Assets could be sold as are not neces- 
sary in producing net profits. 

A hasty glance to determine whether 
there has been any change in the Cur- 
rent Ratio is.a serious and sometimes 
fatal error. In Examples No. 1 and No. 
2 below, there was no change in either 
the Current Ratio or the ratio of Work- 
ing Capital to Current Liabilities. 

However, in Example No. 2 the credit 
position is weakened, while Example No. 
3 actually indicates an improvement 
from 2-1 to 2.66-1. Regardless of this 
apparent improvement, Example No. 1 
is the choicest credit risk. 

EXAMPLE NO. 1 
Current Assets ........ $400,000.00 
Pree Agets .......... 600,000.00 


1,000,000.00 
$200,000.00 
400,000.00 
400,000.00 


Current Liabilities ...... 
Fixed Liabilities ....... 
Invested Capital ....... 


1,000,000.00 
Current Ratio 2 to 1. 
Working Capital to Current Liabili- 
ties 1 to l. 
EXAMPLE NO. 2 
Current Assets $500,000.00 
Fixed Assets 600,000.00 


1,100,000.90 
$250,000.00 
450,000.00 
400,000.00 


Current Liabilities ..... 
Fixed Liabilities 
Invested Capital 


1,100,000.00 


Current Ratio 2 to 1. 
Working Capital to Current Liabili- 
ties 1 to 1. 
EXAMPLE NO. 3 
Current Assets ........ $400,000.00 
Fixed Assets 600,000.00 


1,000,000.00 





Current Liabilities ..... $150,000.00 


Fixed Liabilities ...... 450,0000.00 
Invested Capital ....... 400,000.00 
1,000,000.00 


Current Ratio 2.66 to 1. 
Working Capital to Current Liabili- 
ties 1.66 to 1. 

Changes in the Current Ratio are 
fundamental, therefore, the reasons for 
these changes should be analyzed to de- 
termine whether or not the financial 
structure has been impaired in order to 
maintain a good position, which may be 
a permanent drain on future profits, as 
in the case of mortgaging Fixed Assets 
and using the funds to improve the Cur- 
rent Ratio. In case that has happened, 
then maturity dates of such debts should 
be considered, as they will at some time 
require either refinancing or payment in 
full, in either case the Current Ratio 
will be affected. If refinanced, certain 
expenses are always involved and some- 
times cannot be paid from the new 
mortgage money. 

Changes in the Working Capital Ratio 
brought about by pyramiding and en- 
trenching on credit operations should be 
considered independently in analyzing 
the credit, statement, as they are secon- 
dary to the original working capital and 
its normal additions or deductions. 

Increasing Current Assets through a 
similar increase in Current Liabilities de- 
creases the Current Ratio. The Current 
Ratio is increased either by paying down 
the Current Liabilities or through funds 
secured from any account below the 
Current Liability line. 


Is Jinks careless with his money? 

Is he! I’ve known him to buy bread 
when he didn’t have a drop of gasoline 
in the tank. 

—Guaranty News 


a 


And upon what income do you pro- 
pose to support my daughter? 
Five thousand a year. 
Oh, I see. Then with her private in- 
come of five thousand a— 
I’ve counted that in. 
—London Opinion 


The time to buy is when even the 
most enthusiastic salesmen have lost 
heart. 


4 


Bull markets last longer than the 
bears expect, and bear markets last 
longer than the bulls expect. 

“—WiLuiaM FEATHER. 
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RAILROAD. SHIPMENT. DAMAGES. 
MOTION FOR DIRECTION OF VERDICT. 
This action involves a claim for damages to 
certain second-hand machinery, which it is 
shown was shipped in a useable condition, al- 
though second hand, and which was shipped in 
a carload lot. The car arrived herein an un- 
damaged condition, so far as the outside of it 
was concerned. It is obvious from the rail- 
road’s testimony, which is not challenged in 
any way, that nothing untoward happened to 
that freight car on that journey. When the 
car was opened at destination, the Railroad Com- 
pany found that the machines were damaged. 
Some in the center of the car were found not 
broken; in some of them stowed in the ends 
of the car, the legs were found broken and 
some of the machines were found cast loose, 
and others were found leaning over against the 
neighboring machines. Held that all of those 
results clearly follow from the fact a machine 
of that shape and kind was stowed in such a 
fashion that the heavy part of it was not braced 
or controlled during the movement of the car. 
With regard to the bill of lading-contract of 
carriage, it called for a 40-foot car for second- 
hand machinery, and it was marked “S. L.C.”, 
that means shippers load and count. The rule 
in the schedules requires that in a carload ship- 
ment the stowage of the car should be done by 
the shipper, and consequently the duty of stow- 
ing those machines in a proper fashion was on 
the shipper, in thise case; and in the ordinary 
case, the consignee, the man at the other end, 
would unpack them. In this case under the 
special rules in New York Harbor the railroad 
unpacks it. The bill of lading provides: “No 
cartier or party in possession of all or any prop- 
erty described herein, shall be liable for any loss 
there of or damage thereto caused by * * * * 
the act or default of the shipper or owner of 
the goods.” The damage in this case was due 
to the stowage by the shipper, the damage falls 
within this bill of lading provision and it would 
fall within it whether the shipper’s act could 
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be deemed negligent or not. Direction of ver- 
dict for defendants. Claire Knitting Mills v. 
Pennsylvania Railroad Co. & ano. U. S. Dist. 
Ct. So. Dist. of N. Y. Decided February 11, 
1932. 


BANKRUPTCY. INVOLUNTARY. INSUF- 
FICIENT NUMBER OF CREDITORS. There 
are three alleged petitioning creditors, Mary A. 
Dervin, M. H. Friedman, and Royal Indemnity 
Company. The claims of Mary A. Dervin and 
M. H. Friedman are upon dividend notes payable 
to one Epstein, and assigned by him to Dervin 
and Friedman. ‘These notes were given to Ep- 
stein by virtue of a written agreement. Dervin 
and Friedman are not the real owners of the 
notes, but are holding the same for the benefit 
of Epstein. In any event they are the holders 
of the notes with knowledge of their infirmaties. 
A written agreement was entered into on August 
7, 1930, between the alleged bankrupt, its stock- 
holders and its creditors, to which Epstein was 
a party for the management and liquidation of 
the alleged bankrupt business. The agreement 
provided a working arrangement for the alleged 
bankrupt to continue its business under the 
supervision of all its creditors through a Credi- 
tors’ Committee. Installment notes were given 
to the alleged bankrupt’s creditors representing 
dividends to be paid them during the life of the 
agreement. Complete authority and discretion 
were given to the Creditors Committee to liqui- 
date the business. On October 21, 1931 an 
assignment for the benefit of creditors was made 
with the consent of the Creditors Committee. 
Held that this action on the part of the creditors 
Committee was binding upon Epstein and like- 
wise binding upon Dervin and Friedman, both 
of whom had knowledge of the agreement. In 
view of the fact that Dervin and Friedman are 
holding said notes for Epstein, and Epstein is 
the real owner thereof, and Epstein expressly 
agreed not to file an involuntary petition in 
bankruptcy, he has no standing as a creditor 
in this proceeding. It appears that what he 
has attempted to do was to split up his claims 
for the express purpose of creating the neces- 
sary number of petitioning creditors. This he 
cannot do, as the Courts have disapproved of a 
creditor dividing his claims for the purpose of 
obtaining the number of creditors which are 
necessary under the Bankruptcy Act. The Royal 
Indemnity Company was not a party to the 
agreement and is not bound by its terms. It 
was not a party to the assignment for the bene- 
fit of creditors, and did not induce such an 
assignment to be made. It did, however, file 
its proof of claim for the benefit of a creditors 
proceeding. This in itself, however, does not 
constitute a waiver of its right to file a petition 
in bankruptcy. After the trial of this action 
one Pinsker filed a petition, praying that he be 
allowed to intervene on a claim. His attorney 
is the same attorney who appears for the al- 
leged petitioning creditors. No purpose would 
be served in allowing the petitioner Pinsker to 
intervene assuming that he had that right at 
this time. If Pinsker should be permitted to 
intervene as a petitioning creditor, there would 
still be an insufficient number of creditors. 
Pinsker’s application for leave to intervene 
denied. Petition dismissed. Matter of Kings- 
way Lumber Co., Inc., U. S. Dist. Ct. East Dist. 
of N. Y. Decided February 19, 1932. 


PROMISSORY NOTE. PLEADING. SUM- 
MARY JUDGMENT. DEFENSE AS TO 
CONSIDERATION. TRIABLE ISSUE. Plain- 
tiff sues on defendant’s demand note to the or- 
der of the plaintiff. A balance of $6,914.50 is 
claimed to be due. Plaintiff’s motion for sum- 
mary judgment has been denied upon the ground 
that a triable issue with respect to consideration 
was presented. Plaintiff’s moving papers showed 
that the note was delivered to him about June 
28, 1926, pursuant to a syndicate agreement 
between plaintiff, the defendant, Pfeiffer and 
Galbraith. The agreement provided for the 
purchase of stock of the Citizens National Bank 
of Boston for the account and benefit of the 





syndicate. Plaintiff was constituted manager 
and treasurer. He advanced the necessary capi- 
tal and the other three parties delivered to him 
their promissory notes in payment of their re- 
spective participations. ‘The stock when pur- 
chased was held in plaintiff’s name. The agree- 
ment contemplated a resale at a profit. Plaintiff 
was to give notice when he deemed it advisable 
to sell. Plaintiff was to act without compensa- 
tion. The agreement contained this specific pro- 
vision: “If for any reason the stock shall not 
be resold within sixty days from the effective 
date of this agreement, then, at the request of 
any one of the parties, the joint enterprise as 
to him shall end and upon payment of all sums 
chargeable against him his share of the stock 
shall be transferred to his individual name and 
all of his rights and obligations as a party to 
joint enterprise shall end.” After the purchase 
was made the stock depreciated and seems never 
again to have reached the purchase price of 
$150.70 a share. Liquidation of the Bank fol- 
lowed and a liquidating dividend of $75. a 
share was paid to the plaintiff. Credit for this 
dividend has been allowed by him to the mem- 
bers of the syndicate, including the plaintiff. 
The answer of the defendant admits the execu- 
tion and delivery of the note and the agree- 
ment, but denies that the amount credited on 
the note was a payment made by him. A first 
defense predicated upon a conditional delivery 
has been withdrawn. A second defense is to the 
effect that the defendant signed the note and 
agreement in reliance upon an express repre- 
sentation made to him by the plaintiff and the 
other parties that the syndicate would be ter- 
minated within approximately sixty days after 
its date and all stock purchased sold in that 
time. tI is alleged that such representation was 
false for the reason that the agreement was not 
terminated or the stock sold within said time, 
nor within two years thereafter; that such de- 
lay was due to the fault of the plaintiff and 
if the syndicate had been terminated and the 
stock sold as agreed, the defendant’s share in 
the proceeds would have amounted to at least 
the principal amount of the note; that by reason 
of the plaintiff’s wrongful delay in re-selling the 
stock, the defendant was damaged in the amount 
sued for by the plaintiff. This defense also 
contains an allegation to the effect that there 
was no consideration for -the note. The an- 
swering affidavit of the defendant sets forth no 
facts tending to support his second defense. Held 
that therefore no triable issue is presented with 
respect therefor. Moreover, it is to be observed 
that this defense pleads an oral agreement in- 
consistent with the terms of the written con- 
tract. Under well established rules proof of 
such oral agreement may not be received. Nor 
has defendant shown a triable issue with respect 
to his third separate partial defense and counter- 
claim. This is predicated upon a claim that he 
gave notice under the provisions of the written 
agreement that the joint enterprise as to him 
was to be terminated within sixty days. In 
support of this he relies upon a letter which he 
wrote to the plaintiff on June 28, 1926. This 
was not in the court’s opinion a request that 
there should be termination of the enterprise 
as to the defendant. It was a statement merely 
to the effect that he was to be declared out of 
all profits. So far as losses were concerned, 
however, the letter acknowledged plaintiff's 
liability therefor. That defendant did not re- 
gard himself as relieved from liability on his 
note is clear from his subsequent conduct. In 
response to plaintiff’s letter of September 7, 
1928, in which defendant was asked to take up 
his stock, the defendant replied that he was 
not then in a position so to do. - Plaintiff showed 
by the affidavit of Galbraith, that on March 17, 
1930, at a conference between plaintiff and de- 
fendant. when plaintiff requested defendant to 
pay the balance due and owing, the defendant 
admitted the balance then due and agreed to 
make every effort to discharge his obligation 
within sixty days. Defendant has failed to pre- 
sent facts entitling him to defend and plaintiff 
should have judgment in full. Order reversed 
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and the motion granted. Smith, Jr. v. McCul- 
laugh. App. Div. 1st Dept. Decided February 
26, 1932. 


* co % 


BANKRUPTCY. SUMMARY PROCEED- 
INGS BY RECEIVER. SUBSTANTIAL AD- 
VERSE CLAIM. 

Summary proceedings brought by the re- 
ceiver to compel one Teitelbaum to pay over 
$8,000. said to belong to the bankrupt cor- 
poration. Avedon owned all the stock in the bank- 
rupt corporation. He made an arrangement with 
Schwartz, one of the salesmen, to sell to him 
one-third of the stock for $10,000., the $10,000. 
to be donated by Aveden to the corporation 
as part of its working capital. Schwartz, to 
raise the requisite money, borrowed $8,000. 
from his friend, Teitelbaum, giving the latter 
his note. He added $2,000. from other re- 
sources, and paid the $10,000. to the corpora- 
tion at Avedon’s direction. Schwartz became 
dissatisfied and demanded his money back. A 
lawyer representing both Schwartz and Teitel- 
baum called on Avedon and succeeded in get- 
ting from him a written acknowledgment by 
the corporation that Teitelbaum had advanced 
$10,000. to the corporation through Schwartz, 
along with a promise to repay the sum. Under 
a later agreement postdated checks were turned 
over to Teitelbaum and Schwartz in liquida- 
tion of the unpaid balance. Under the two 
agreements, Teitelbaum received $8,000. and 
interest; and Schwartz received $1,750. Held 
that the referee’s action in dismissing the peti- 
tion was proper, though not for the reasons 
given by him. Teitelbaum’s claim against the 
bankrupt corporation, in payment of which he 
received the money, was not originally a claim 
of his own by a claim by assignment ‘and nova- 
tion arising out of a claim of Schwartz against 
the corporation. Schwartz relinquished his 
claim of $10,000. against the corporation in 

consideration of its promise to pay a like sum 

to Teitelbaum who had supplied Schwartz with 
most of the money. Schwartz was of course 
to receive $2,000. of the money from Teitel- 
baum. It is clear therefore that Teitelbaum 
had an adverse claim which was substantial. 

Valid or void, it was such a claim as would or- 

dinarily refeat a summary proceeding to compel 

him to turn the money over to a receiver or 

trustee, for the reason that a fund held by a 

third party under a claim of title not palpably 

bad cannot be deemed to be in the constructive 
possession of the bankruptcy court. A re- 
ceiver has no title and is not in a position to 
upset a substantial adverse title in any kind 
of a suit, plenary or summary. ‘The powers 
given to a trustee under the Bankruptcy Act 
to recover property preferentially transferred, 
to attack conveyances void as to creditors and 
the like cannot be exercised by a receiver. As 
between the receiver and Teitelbaum, there- 
fore, the latter was entitled to prevail. The 
fact that the trustee filed the petition to review 
the referee’s order does not have the effect of 
making the case one in the trustee’s behalf 
from the outset. Order affirmed. The exist- 
ence of a preference was in no way involved in 
the proceeding. Matter of Wm. Avedon Co., 
Inc. U. S. Dist. Ct. So. Dist, of N. Y. De- 
cided March 25, 1932. 


* * % 


BANKRUPTCY. INVOLUNTARY. PREF- 
FERENTIAL TRANSFER. ACT OF BANK- 
RUPTCY. 

On cross motions by the petitioner and by 
the alleged bankrupt for direction of a ver- 
dict. The Yarns Corporation owed the Vicose 
Company $319,000. On June 3, 1931, an 
wzreement was entered into between the Vis- 
cose Company and the Yarns Corporation by 
which the Yarns Corporation turned over to 
aMr. LeRoy, as trustee, certain of its allegedly 
non-liquid assets, estimated to amount in value 
to about $100,000. under an agreement that 

Roy was to liquidate them as assets over a 
riod of time in such a way ‘as to realize, if 
Possible, at least $75,000. and if that was done 





the Viscose Company’s claim of $319,000. was 
to be settled for that amount. On or about 
September 17, 1931, the petition in barikruptcy 
was filed against the Yarns Corporation. In de- 
termining whether there has been an act of 
bankruptcy under Section 3, Subdivision 2, of 
the Bankruptcy Act, the questions are—(1) 
Whether the Yarns Corporation was insolvent on 
June 3, 1931 when it transferred part of its 
assets in trust, and (2) Whether such transfer 
was made by the Yarns Corporation with in- 
tent to prefer the Viscose Company over its 
other creditors. On June 3, 1931, the Yarns 
Corporation was partly shut down. It was not 
in any true sense a going concern. Held that 
it is clear, therefore, that at this time the 
Yarns Corporation was hopelessly insolvent. The 
question of knowledge of this insolvency by 
its officers is clearly answered in the affirmative 
by the negotiations in which all the interested 
parties had been involved from the first part 
of 1931 until the date of the transfer, June 3, 
1931. If a transfer of part if the property 
of an insolvent is shown to have been made, 
as here, an intent to prefer is proved owing to 
the presumption that a man intends the nec- 
essary consequences of his acts. The Yarns 
Corporation committed an act of bankruptcy 
by giving a preference to the Viscose Com- 
pany in June 3, 1931. Consequently, the peti- 
tioning creditors are entitled to an adjudication. 
Matter of Yarns Corporation of America. U. S. 
Dist. Ct. So. Dist. of N. Y. Decided March 25, 
1932. 


* % * 


EMPLOYMENT CONTRACT. INTERPRE- 
TATION. COMPUTATION OF AMOUNT 
DUE. 

Plaintiff brings this suit against defendant 
upon a written contract wherein the plaintiff 
was employed by the defendant as one of its 
salesmen to serve in that capacity for a period 
of one year frim April 1, 1927 until and in- 
cluding March 31, 1928. The defendant’s 
article consisted of a pressing machine which 
was used by tailors and those engaged in sim- 
ilar occupation, many of whom were of small 
fiancial ability, the result being that some of 
the machines sold by plaintiff were sold on 
the installment plan. Plaintiff was to receive 
as his compensation a straight salary, for the 
year, of $6,000.00 payable in weekly install- 
ments of $100.00, together with a so called 
bonus, at the end of the year, of $800.00. In 
addition, he was to receive a 15 per centum 
commission. At the end of the contract period 
plaintiff’s commissions were to be calculated as 
follows: 15 per cent in all sales made by him 
in which the purchase price had been paid. 
7% per cent on all sales made by the plaintiff 
on which a first payment had been made and 
the machine delivered by defendant. From this 
total sum was to be deducted the salary and 
all disbursements made for plaintiff by de- 
fendant. The balance was to be the amount 
to be paid plaintiff. The plaintiff’s salary was 
paid by defendant. In addition the sum of 
$2,320.30 was paid by defendant to or for 
plaintiff, representing advancements, expenses, 
etc., making a total of $8,320.30 so paid. 
Held that plaintiff’s straight and complete sales 
amounted to $85,190.90 on which he was en- 
titled to 15 per cent commission making a 
total of $12,778.54, his sales on the install- 
ment plan, pursuant to which machines had 
been delivered by defendant, amounted to $20,- 
901.75 on which he was entitled to 714 per 
cent making a total of $1,567.65. His total 
commissions therefore, for the purpose of this 
suit, amounted to $14,346.19. From this sum 
must be deducted his salary advancements, ex- 
penses, etc., paid by defendant and amounting 
to the said total if $8,320.30. This leaves a 
balance still due and unpaid plaintiff of $6,- 
025.89. Goldstone v. Pantex Pressing Machine 
Inc. U. S. Dist. Ct. East. Dist. of N. Y. De- 
cided March 21, 1932. 


* * % 


VOLUNTARY. PROMISSORY NOTE. 
PARTNERSHIP DEBT. WHETHER EN- 


TITLED TO DIVIDENDS AS INDIVIDUAL 
DEBT. (TEXAS). 

Hurley Mercantile Company, a partnership, 
became a voluntary bankrupt, and thereafter 
the four partners were adjudicated voluntary 
bankrupts in the same court but each on a 
separate petition. M. Coppard, the appellant, 
was made trustee in each case. “He petitioned 
the court for an order of final distribution 
covering all the cases. The appellee bank had 
but one note signed in the firm name only, but 
had proven it against each of the estates. The 
Referee held that this debt was not entitled 
to a dividend from all the estates along with 
individual creditors, but should be transferred 
and added to the partnership estate for division 
among the partnership creditors including the 
Bank. ‘The district judge reversed this ruling, 
holding the appelle bank entitled to claim in 
all three estates. The trustee appealed under 
11 U. S. C. A., Sec. 47 (b), as amended May 
27th, 1926. The Bank had moved to dismiss 
the appeal because not taken in time. Held 
that Congress did not intend to establish a 
varying standard for beginning to count the 
time for appeal, but intended that the time 
should run only from the perfecting of the 
judgment or order as final by its filing with the 
clerk. The court holds this appeal taken with- 
in thirty days from the filing with the clerk 
of the judgment appealed from to be in time. 
The referee’s ruling was right. It is true that 
each partner is individually liable for every 
partnership debt, but for purpose of bank- 
ruptcy the partnership with its property and 
debts is considered a separate entity from the 
partners with their several estates and cred- 
itors. A partnership may be adjudicated a 
bankrupt without involving the adjudication of 
the partners. And a solvent partner not in 
bankruptcy may be required to hand over his 
net estate to the trustee of the trustee of the 
partnership. The note here in question is the 
express contract of the firm alone, and is a 
partnership debt. It was properly proved as 
such. Although for some administrative pur- 
poses, it may have been provable in the indi- 
vidual bankruptcies, it is not, at least where 
the partnership is also in bankruptcy, entitled 
to dividends as an individual debt. Judgment 
of the district court in favor of appellee bank 
reversed and order of the referee sustained. 
Coppard v. Atascosa County State Bank of 
Journdanton, Texas. U. S. C. C. A. Sth Cir. 
(Texas). Decided March 11, 1932. 


Washington notes 
Failure cause 


Illness was given as a cause of failure in 41 
out of 487 cases of business failure analyzed in 
the Department of Commerce report recently 
issued under the title “Causes of Business Fail- 
ures and Bankrupticies of Individuals in New 
Jersey in 1929-30.” 

Illness operated as a contributing cause in two 
ways, the report states. In some cases the busi- 
ness man was incapacitated by illness and was 
unable to give his business proper attention. In 
others, the heavy cost of illness in the debtor’s 
family was mentioned as a cause. In the latter 
cases the debtor presumably took money out of 
his business to pay bills contracted on account 
of illness, which affected his business adversely. 

In 26 of the cases studied in which illness was 
given as a cause, costs were ascertained for the 
year preceding failure and amounted to $26,434, 
or an average of more than $1,000 per family. 
The highest amount for any family was $3,500 
—the lowest, $10. 


Free deals 


In an effort to gather complete and detailed 
information “regarding free deals offered by 
manufacturers, the Associated Grocery Manu- 
facturers of America, the National Wholesale 
Grocers’ Association, and the Brookings Insti- 
tution of Washington, are cooperating in a ques- 
tionnaire survey among both manufacturers and 
wholesalers. 
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a real endorsement ! : ) 
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COLLECT QUICKLY AND COURTEOUSLY 
AND 


ey BUILD GOOD WILL 


Gaicago, 1 
Dear Mr. Strickler: 


Your records will show that for 
several y we have been a user of your Collection 
and eodwiil *puilding Stickers. 


have a eevee list from which 


choose, the variety being such that you can satisfy Fo R many years in all parts of the country thousands 
the tastes of the most fast ious. 

arassonins we om ot sry sete - of leading manufacturers, wholesalers, retailers and 

s efin ause ey ie Te- . . 7 + 
multe. . 7 professional men have been using Strickler’s Stickers as 
have used your Christ- i : : 
a, tnd Tow Youre Sticker are passing up a Foal opper- the first unit in their collection procedure. 
Yours very truly, 


THE HOOVER OOMPARY The fact that users repeat their orders again and 
alate: yak again is evidence of satisfaction. The Hoover Company 
. have used nearly one-half million of Strickler’s Collec- 

tion and Good Will Building Stickers. They speak from 
experience in their letter reproduced above. They say 
oe our Stickers produce results. Strickler’s Stickers are the 
result of seventeen years’ of experience, combined with 
the knowledge and skill of many leading creditmen. 


DISTINCTIVE AND DIGNIFIED MESSAGES 
LITHOGRAPHED IN BEAUTIFUL COLORS 
JUST AS ILLUSTRATED IN THE FOLLOWING PAGES 


Attached by one end and placed under the amount A HINT TO 


due on statements, Strickler’s Stickers attract immediate 


attention and command full respect. There are no ALERT COLLECTION MANAGERS 


embarrassments, no debtors antagonized and no personal Shrewd Collection Managers find that 

offenses. Good impressions are made upon the minds supplying their debtors with Strickler’s 

of debtors. Oversights are prevented; and when funds Stickers enables those debtors to collect 

are available payments are made with a spirit of good from their accounts—a small investment 

will. that guarantees big dividends in prompt 
In addition to the speeding up of collections and the pay and good will. 

building of good will, users of Strickler’s Stickers also JUST TRY IT ONCE! 


enjoy a substantial reduction of collection expenses. 
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_Shieerraeee iy erga ion. Sggneenpeaesnettin weet gen mma mA iare epirena ENR cen AN 


| TEAR OFF CARL £. STSR BRIAR & Ch, OZ CC: 


AND DEAR SIRS: PLEASE SEND US BY RETURN MAIL POSTAGE PREPAID: 


MAIL 
THIS 
COUPON 
TODAY 


Terms: 2% discount when paid with order. 1% 10 days, 30 days net from date of invoice. 


N. B. -— SEE FOUR PAGES OF ILLUSTRATIONS FOLLOWING — 


When writing to Carl E. Strickler & Co., please mention Credit ¢ Financial Management 





